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EVIA & LEBA Compliance reference sheet; 0830 Wednesday 02nd April 2025

Forward Requlatory Diary & Outlook Grid plus Last Month's Regulatory
Activities & Conduct Initiatives

i. ~ March developments of interest for 2025
i Regulatory Forwards Compliance Calendar 2025 - 2028
i.  Detailed Thematic Notes from Q1 2025 Developments

o Q2 2025 Regulatory Barometer

o List of FMSB Standards and Practice Statements
o Capital Markets and Market Structure

o MAR

o BMR, RFRs

o Fintech, SupTech & Reg Tech Developments
o Sanctions Requirements

o Conduct, Fines & Enforcements

o Prudential & Risk

o Green finance, ESG & Disclosures

o Energy & Commodities

It feels like a turbulent time for the UK's financial services regulators, with the Government'’s new
“Action Plan for Growth” outlining a “radical” plan to “cut red tape and kickstart growth’, and a
number of measures introduced against which the FCA and PRA will be measured over the next 12
months

e The FCA and PRA are already taking on board the government'’s instructions regarding UK
competitiveness and proportionate regulation, saying it will not take any further action on its
Diversity & Inclusion ("D&I") proposals (other (probably) than those on non-financial
misconduct ("NFM”)), removal of the Consumer Duty Champion, and rowing back on their
‘name and shame’ proposals.

FCA and PRA - Letters to the Treasury Select Committee; The FCA and PRA announced via their
letters to the Treasury Select Committee that they will not be taking forward their proposals on D&I, and
the FCA confirmed that the NFM final rules are delayed, with the publication of the FCA's “next steps”
expected by the end of June this year. It is potentially meaningful that the FCA refer to ‘next steps” and
not the “final rules”.


https://sites-simmons-simmons.vuturevx.com/e/1h029ago8x4kurg/75b6ec62-3e11-4450-a972-f9658848d968
https://sites-simmons-simmons.vuturevx.com/e/vduekivtfp6fmqa/75b6ec62-3e11-4450-a972-f9658848d968
https://sites-simmons-simmons.vuturevx.com/e/dn06xfebroszg/75b6ec62-3e11-4450-a972-f9658848d968
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e These letters are fairly concise, one point to mention in relation to the D&I proposals is that
the PRA do not intend to return to the proposals until after the substantive implementation of
new legislation in this area (which the FCA describe as a very active policy and legislative
agenda). This includes legislation relating to employment rights, gender action plans, and
disability and ethnicity pay gap reporting.

e Both regulators took the opportunity to reiterate their continued belief of the importance of
D&l, particularly in relation to the culture, governance, decision making and risk management
of firms; and the PRA confirmed that, in the meantime, it will continue to support voluntary
industry initiatives and stay alert to group-think via its existing supervisory work.

e Regarding the PRA and FCA's work to review the impact of removing the bonus cap, the PRA
have said this work will likely begin in the 2026/2027 financial year.

e The FCA also used their letter to confirm that we can expect the FCA's final policy on their
approach to transparency of enforcement investigations by the end of June this year. This
will not include the extremely controversial proposal to proactively name firms under
investigation using a new public interest test — you can find a further deep-dive on this
update in our Financial Markets Dispute View.

FCA — new webpages for Senior Manager applications; The FCA have released two new webpages to
guide firms in applying for senior management functions. This follows the publication of the FCA's
latest operating service metrics for Q3 2024/2025, which indicate that the FCA are determining
approved person applications in an average of 42 days (the range being 31-59 days).

e The first webpage outlines the application process, including the evidence needed to support
the application - a lot of the content on this webpage confirms what we already know, but the
FCA do provide some helpful guidance on the common reasons for delays in the application
process, which, in addition to incomplete applications, include a lack of detail and/or full
disclosures, insufficient detail about the capacity of the candidate, insufficient detail on skills
gap analysis documents, and certain checks not being complete prior to submission (e.g.
criminal record and regulatory reference checks).

e The FCA also include details on “what a good application looks like” — no surprises here
either... make sure the application is tailored to the candidate and, if relevant, explain why
there are any gaps in the application.

e The second webpage outlines case study applications, based on common scenarios, and
what evidence the FCA would expect from firms.

Whistleblowing: In this FOl response, the FCA confirms that they have received 1,143 whistleblowing
complaints in 2024, with 629 of these relating to compliance, 407 relating to F&P 348 relating to
consumer detriment, 352 relating to the culture of the organisation, and 41 relating to the Senior
Managers Regime (amongst other categories such as systems and controls, fraud, the Consumer Duty,
AML).

e Interestingly, this is the highest number of whistleblowing complaints that the FCA have
received since 2019, with a significant increase in those relating to compliance, culture, and
consumer detriment, for example.

e The FCA have also published their Whistleblowing quarterly data for 2024 Q4, noting that 292
reports were received in this period, the majority of those in relation to compliance and F&P.
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https://sites-simmons-simmons.vuturevx.com/e/bk6xlsjh9ic8dg/75b6ec62-3e11-4450-a972-f9658848d968
https://www.fca.org.uk/publication/data/authorisations-operating-service-metrics-2024-25-q3.pdf
https://www.fca.org.uk/firms/senior-management-functions/how-apply
https://www.fca.org.uk/firms/senior-management-functions/case-studies-applications
https://www.fca.org.uk/freedom-information/information-whistleblower-complaints-january-2025
https://www.fca.org.uk/data/whistleblowing-quarterly-data-2024-q4

European London
Venues & Energy
Intermediaries Brokers'
Association Association

Investigations/enforcement: Here, the FCA disclose that from 1 March 2024 to 31 October 2024, 29
enforcement investigations were opened and 124 were closed (the average time taken to close those
cases was 3.2 years).

e Intotal, as of 31 October 2024 there were 406 open investigations, 271 into individuals and
135 into firms. 199 of these relate to unauthorised business, 56 relate to insider dealing, 39
relate to financial crime, 39 relate to retail conduct, 24 relate to misleading statements
(amongst other categories). As of 31 October 2024, there were 21 open cases into Senior
Managers and 2 open into certified staff.

@)

@)

There's a breakdown of which SMF functions have been the subject of these
investigations between Q1 2019 to Q4 2024 (note SMCR only came into force in Q4
2019, so the data is strange in this respect).

However, this data shows that 20 of the 52 cases opened in relation to SMFs relate to
SMF 1s (CEOs) (who may also hold other SMFs) and 18 of 52 relate to SMF 16s (3 of
which are also SMF 1s (amongst other SMF roles) which suggests they are SMFs for
very small firms).

There are also a number against governing body members (i.e. SMF 3s and SMF
27s).

¢ Inthis FOI request (note, we are not clear of the data parameters the FCA is responding to)

the FCA states that in relation to the 26 open investigations into individuals (c. Q2/Q3 2024)

they reference the primary issue for these investigations was as follows:

@)
@)
@)

(i) honesty, integrity and reputation (7 cases),

(i) NFM (1 case),

(i) misleading statements (3 cases) (some of you may have been following the
financial press in relation to one matter that has been taken to the Upper Tribunal
recently, which we expect fell in this bucket),

(iv) systems and controls (3 cases), and

(v) individual Senior Manager failings (3 cases). Other categories including non-
disclosure, CASS, fraud against consumers, and the FCA's Suitability Threshold
Condition. Three NFM cases were closed in 2023 with no enforcement action being
taken.

e The FCA also published the number of Skilled Persons Reports commissioned in 2024/2025

Q3, confirming that 13 were commissioned in this period, the majority of which were in
relation to firms in the Consumer Investments market (6), and the majority in relation to
financial crime (5).

European Supervisory Authority ("ESA”) guidelines on the exchange of information system for
assessing fitness & propriety (“F&P"): One for those operating in the EU - ESMA published a new
webpage with the ESAs joint guidelines on the system established for the exchange of information
relevant to the assessment of the F&P of holders of qualifying holdings, directors and key function
holders of financial institutions and financial market participants by competent authorities.

FCA Quarterly Consultation 47 — Amendments to the Training & Competence (“TC") Sourcebook:
The FCA have published their proposals for annual amendments to the TC Sourcebook, which
updates the list of accredited bodies and appropriate qualifications table. This includes the removal
of the CBI and the CFA from the list of accredited bodies.


https://www.fca.org.uk/freedom-information/information-enforcement-investigations-december-2024
https://www.fca.org.uk/freedom-information/information-investigations-breaches-under-smcr-november-2024
https://www.fca.org.uk/freedom-information/information-investigations-breaches-under-smcr-november-2024
https://www.fca.org.uk/publication/data/skilled-persons-q3-24-25.pdf
https://www.fca.org.uk/publication/data/skilled-persons-q3-24-25.pdf
https://www.esma.europa.eu/document/joint-esas-guidelines-system-exchange-information-relevant-fit-and-proper-assessments
https://www.fca.org.uk/publication/consultation/cp25-4.pdf

European London
Venues & Energy
Intermediaries Brokers'
Association Association

Wholesale trading firms - FCA multi-firm review of liquidity risk management: The FCA published
their findings following its review of sell-side wholesale firms trading on their own behalf or offering
client access to primary and secondary markets. The FCA includes examples of good and poor
practice relating to governance and risk culture, with a particular focus on non-commensurate
approaches to liquidity risk management and weaknesses in respect of liquidity stress testing. The
FCA warns that firms that provide inaccurate or incomplete regulatory data may be in breach of their
responsibilities under Principle 11.

Some reflections on HMT's action plan setting out new approach to regulation and regulators;
There's a huge amount in flux for UK financial services firms at the moment as the regulators grapple
with the challenge set by HM Government's call for them to support its central mission to drive growth
in the economy. Last week saw the release of a number of reforms to regulators and the regulatory
system announced by HM Treasury, designed to tackle the complexity and burden of regulation’.

e Taken in the context of other announcements from regulators recently — including the
Financial Conduct Authority’s decision to pause work on D&I; and shelve ‘'name and shame’
(though non-financial misconduct remains firmly in the regulator’s sights); as well as the
Payment Systems Regulator being absorbed into the FCA, this is a clear signal that 2025 is
going to be a year of major reform for UK FS.

« A new, minister-led review of the FOS; HM Government has announced a wider review of the
Financial Ombudsman Service (FOS) to be led by the Economic Secretary to the Treasury.

o Whilst the Call for Input has been widely perceived to be a step in the right direction
by industry, many felt it did not (and perhaps, could not) address certain fundamental
questions around the calibration of the framework as a whole. This review will
consider more fundamental aspects of the legislative framework — which HMT
acknowledges has resulted in the FOS acting as a ‘quasi-regulator’; considering
whether the FOS is applying today’s standards’ to historic conduct, and the practices
surrounding redress.

o HMT has confirmed it ‘'stands ready’ to legislate to ensure the dispute resolution
system is fit for a modern economy — potentially opening the way to significant
structural reform.

o Many will be asking what this means in context of the FCA's announcement on motor
finance/DCA redress, and the fallout from the Supreme Court’s judgment in Hopcraft
expected later this year.

o Sector-specific commitments from the FCA; There is a slew of more ‘micro’ changes to be
pursued by the FCA, including work around capital requirements for ‘specialised trading firms’
and work to simply ‘mortgage and advice rules to support greater home ownership’; as well as a
review of contactless payment limits, including removing the £100 cap.

e Anew third way? As use of the designated activities regime gathers pace, buried in the detail
of today's announcement is reference to a potential ‘third way’ for some activities in future,
with HMT suggesting that a package of work will be undertaken to consider whether the
framework can be updated to allow relevant firms to conduct ‘limited regulated activities with
streamlined conditions’.


https://www.fca.org.uk/publications/multi-firm-reviews/multi-firm-review-liquidity-risk-management-wholesale-trading-firms
https://regulationtomorrow.us3.list-manage.com/track/click?u=43b7c58a9a1fa3ef1ce018981&id=ac33f923f5&e=9755269a15
https://www.gov.uk/government/publications/a-new-approach-to-ensure-regulators-and-regulation-support-growth
https://regulationtomorrow.us3.list-manage.com/track/click?u=43b7c58a9a1fa3ef1ce018981&id=9f831d9a7d&e=9755269a15
https://regulationtomorrow.us3.list-manage.com/track/click?u=43b7c58a9a1fa3ef1ce018981&id=63540ae902&e=9755269a15
https://regulationtomorrow.us3.list-manage.com/track/click?u=43b7c58a9a1fa3ef1ce018981&id=e3784c250b&e=9755269a15

European London
Venues & Energy
Intermediaries Brokers'
Association Association

HMT publishes action plan setting out new approach to regulation and regulators; On 77 March 2025,
HM Treasury published an action plan setting out its new approach to ensure regulators and regulation

support growth.

e HMT begins the action plan by highlighting the importance of regulation, which “underpins
and impacts almost all areas of the UK economy”. It warns that the current regulatory
landscape is not functioning as effectively as it should, “too often” holding back growth and
inhibiting private sector investment, and sets out plans to address this through various
reforms. Issues identified with the current system include overly complex and duplicative
regulation, a lack of certainty and predictability, and a regulatory approach that has become
too risk averse. In a related press release, HMT refers to the proposals as a “radical action
plan to cut red tape and kickstart growth”.

e Action plan

e The action plan sets out HMT's next steps in its approach to regulation and regulators across
sectors such as business, finance, energy and the environment, including a range of pledges
from regulators to support this. HMT explains that the action plan will enable a regulatory
system that supports innovation and economic growth while ensuring accountability for the
quality of regulations introduced, as well as the way in which independent regulators
implement and enforce them.

o Key points relating to financial services include:

o HMT plans to review the number of the Prudential Regulatory Authority’s and
Financial Conduct Authority’s “have regards” to identify opportunities to rationalise
them and ensure a focus on their priorities.

o The Economic Secretary to the Treasury has been asked to examine whether the FOS
is currently delivering its role as a simple, impartial dispute resolution service which
quickly and effectively deals with complaints against financial services firms and
works in concert with the FCA. This review will focus particularly on a range of points
raised as part of HMT's consultation on the growth and competitiveness strategy,
including concerns around the framework in which the FOS operates (which HMT
notes has resulted in it acting, at times, as a quasi-regulator); whether the FOS is
applying today’s standards to past actions; and the compensation practices that have
developed over time. This work is expected to conclude by summer 2025 and the
Government “stands ready to legislate” following the review.

o HMT intends to work with the regulators, the Office for Investment and the City of
London Corporation, to establish a concierge service aimed at enhancing the
attractiveness of the UK as a destination for global financial services, by making it
easier for firms to navigate the UK regulatory landscape and broader barriers to entry.

o The plan also confirms that HMT will continue to develop a package of measures to
enable the FCA to support early-stage innovative firms to start conducting regulated
activities, including more dedicated support, issuing “minded to approve” notices to
support fundraising, and considering whether the legislative framework can be
updated to allow relevant firms to conduct limited regulated activities with
streamlined conditions.

e Key pledges from financial regulators

e Annex Ato the action plan sets out a list of key regulator pledges, including the following
relating to the financial regulators:

e The FCA pledges to:


https://www.gov.uk/government/publications/a-new-approach-to-ensure-regulators-and-regulation-support-growth
https://regulationtomorrow.us3.list-manage.com/track/click?u=43b7c58a9a1fa3ef1ce018981&id=0d800e7b45&e=9755269a15
https://regulationtomorrow.us3.list-manage.com/track/click?u=43b7c58a9a1fa3ef1ce018981&id=0d800e7b45&e=9755269a15
https://regulationtomorrow.us3.list-manage.com/track/click?u=43b7c58a9a1fa3ef1ce018981&id=bb5bbe7f71&e=9755269a15
https://regulationtomorrow.us3.list-manage.com/track/click?u=43b7c58a9a1fa3ef1ce018981&id=64bba7eeae&e=9755269a15
https://regulationtomorrow.us3.list-manage.com/track/click?u=43b7c58a9a1fa3ef1ce018981&id=498b451477&e=9755269a15
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o Provide a dedicated case officer to every firm within its regulatory sandbox.

o Provide 50% more dedicated supervisors to early and high growth firms, to help them
navigate the regulatory system and support their growth.

o Extend pre-application support to all wholesale payments and cryptoasset firms.

o Indicate more often that it is “minded to approve” start-ups, to help them secure
funding.

o Simplify its mortgage and advice rules to support greater home ownership.

o Continue work to review the contactless payment limits, including removing the £100
limit on individual payments.

o Accelerate a review of capital requirements for specialised trading firms.

e Together, the FCA and PRA will:

o Have their "have regards” reviewed by HMT with a view to rationalising them and
ensuring a focus on their priorities.
o Reduce regulatory reporting requirements for firms.

e The PRA plans to consult in April 2025 on a matching adjustment investment accelerator
aimed at reducing the time between life insurers identifying a productive investment
opportunity and making that investment.

e There are also pledges relating to the Pensions Regulator, including developing a pensions
innovation framework and criteria and launching a related hub by autumn 2025; reviewing
the capital reservices to be held by Master Trusts; initiatives to reduce regulatory burdens
and improve data and data-sharing; and measures to encourage consolidation and
consideration of investment in productive assets.

On 17 March 2025, HM Treasury (HMT) published an action plan setting out its new approach to
ensure regulators and regulation support growth.

e HMT begins the action plan by highlighting the importance of regulation, which “underpins
and impacts almost all areas of the UK economy”. It warns that the current regulatory
landscape is not functioning as effectively as it should, “too often” holding back growth and
inhibiting private sector investment, and sets out plans to address this through various
reforms. Issues identified with the current system include overly complex and duplicative
regulation, a lack of certainty and predictability, and a regulatory approach that has become
too risk averse. In a related press release, HMT refers to the proposals as a “radical action
plan to cut red tape and kickstart growth”.

e Action plan

e The action plan sets out HMT's next steps in its approach to regulation and regulators across
sectors such as business, finance, energy and the environment, including a range of pledges
from regulators to support this. HMT explains that the action plan will enable a regulatory
system that supports innovation and economic growth while ensuring accountability for the
quality of regulations introduced, as well as the way in which independent regulators
implement and enforce them.

e Key points relating to financial services include:

o HMT plans to review the number of the Prudential Regulatory Authority’s (PRA) and
Financial Conduct Authority's (FCA) “have regards” to identify opportunities to
rationalise them and ensure a focus on their priorities.


https://www.gov.uk/government/publications/a-new-approach-to-ensure-regulators-and-regulation-support-growth
https://www.gov.uk/government/publications/a-new-approach-to-ensure-regulators-and-regulation-support-growth
https://www.gov.uk/government/news/radical-action-plan-to-cut-red-tape-and-kickstart-growth
https://www.gov.uk/government/news/radical-action-plan-to-cut-red-tape-and-kickstart-growth
https://www.gov.uk/government/news/radical-action-plan-to-cut-red-tape-and-kickstart-growth
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O

The Economic Secretary to the Treasury has been asked to examine whether the
Financial Ombudsman Service (FOS) is currently delivering its role as a simple,
impartial dispute resolution service which quickly and effectively deals with
complaints against financial services firms and works in concert with the FCA. This
review will focus particularly on a range of points raised as part of HMT's
consultation on the growth and competitiveness strategy, including concerns around
the framework in which the FOS operates (which HMT notes has resulted in it acting,
at times, as a quasi-regulator); whether the FOS is applying today’s standards to past
actions; and the compensation practices that have developed over time. This work is
expected to conclude by summer 2025 and the Government “stands ready to
legislate” following the review.

HMT intends to work with the regulators, the Office for Investment and the City of
London Corporation, to establish a concierge service aimed at enhancing the
attractiveness of the UK as a destination for global financial services, by making it
easier for firms to navigate the UK regulatory landscape and broader barriers to entry.
The plan also confirms that HMT will continue to develop a package of measures to
enable the FCA to support early-stage innovative firms to start conducting regulated
activities, including more dedicated support, issuing “‘minded to approve” notices to
support fundraising, and considering whether the legislative framework can be
updated to allow relevant firms to conduct limited regulated activities with
streamlined conditions.

Key pledges from financial regulators; Annex A to the action plan sets out a list of key
regulator pledges, including the following relating to the financial regulators: The FCA pledges

to:

O

Provide a dedicated case officer to every firm within its regulatory sandbox.

Provide 50% more dedicated supervisors to early and high growth firms, to help them
navigate the regulatory system and support their growth.

Extend pre-application support to all wholesale payments and cryptoasset firms.
Indicate more often that it is “minded to approve” start-ups, to help them secure
funding.

Simplify its mortgage and advice rules to support greater home ownership.

Continue work to review the contactless payment limits, including removing the £100
limit on individual payments.

Accelerate a review of capital requirements for specialised trading firms.

Together, the FCA and PRA will:

O

e}

Have their "have regards” reviewed by HMT with a view to rationalising them and
ensuring a focus on their priorities.
Reduce regulatory reporting requirements for firms.

The PRA plans to consult in April 2025 on a matching adjustment investment accelerator
aimed at reducing the time between life insurers identifying a productive investment
opportunity and making that investment.
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There are also pledges relating to the Pensions Regulator, including developing a pensions
innovation framework and criteria and launching a related hub by autumn 2025; reviewing
the capital reservices to be held by Master Trusts; initiatives to reduce regulatory burdens
and improve data and data-sharing; and measures to encourage consolidation and
consideration of investment in productive assets.

UK FCA March regulation round up’ On 25 March, the FCA published its monthly requlation round up.
In addition to the FCA's new strategy (see below) and consumer duty rule review (see the
Consumer/Retail section above), the FCA flags the launch of a new portal for authorised and registered

firms called 'My FCA  on 31 March which will allow firms to see their scheduled regulatory reporting and
attestation tasks in one place.

My FCA will also provide information and updates, gathered from Connect, RegData and the
Online Invoicing System, as well as recently published regulatory updates. The initiative is an
output of the transforming data collection programme.

The FCA is also updating the Firm Details form (used by firms to update their core details). It
requests firms registered with Companies House to update their details via the Companies
House website as soon as possible. The new form will use the registered name, registered
address, and financial year-end held by Companies House as the official record for firms.
The round up also flags that the Financial Ombudsman Service's award limits will increase to
£200,000 for complaints referred on or after 1 April 2025, about acts or omissions that took
place before 1 April 2019 and to £445,000 for complaints referred on or after 1 April 2025,
about acts or omissions that took place on or after 1 April 2019, in line with the policy to
automatically adjust the award limit to keep pace with inflation.

The UK FCA new 5-year strategy; On 25 March, the FCA published its new 5-year strategy, focusing on
the following key priorities with the stated objectives of deepening trust and rebalancing risk, to support
growth and improve lives:

To be a smarter regulator; predictable, purposeful, and proportionate. The FCA will improve
its processes and embrace technology to become more efficient and effective.

To support sustained economic growth, by enabling investment, innovation and ensuring the
continued competitiveness of the UK's world-leading financial services.

To help consumers navigate their financial lives by working with industry to boost trust,
product innovation and ensuring the right information and support is available for people to
take financial decisions.

To fight financial crime, focusing on those who seek to use the fact they are regulated to do
harm. It will go further to disrupt criminals and support firms to be an effective line of
defence.

Each priority is accompanied by intended markers of success by 2030

FCA Hammers London Metal Exchange; On 19 March, in a first for a UK recognised investment

exchange, the FCA issued a Final Notice to the London Metal Exchange (LME). The FCA imposed a
financial penalty of £9,245,900 for significant failings by the LME in managing extreme market volatility,
as highlighted by the events of 7 and 8 March 2022, when the price of the 3-month nickel contract
surged dramatically.


https://comms.aoshearman.com/e/yaku4xzte6uyj5a/986a8eb5-6f38-41fb-9f63-f3c5404f9e35
https://comms.aoshearman.com/e/h9uknlpv4eyl6fq/986a8eb5-6f38-41fb-9f63-f3c5404f9e35
https://wmbaleba-my.sharepoint.com/:b:/g/personal/amcdonald_evia_org_uk/EcTAGzopzDVLiv9c8sdWJ6oBVZhCULmW9532MaGzkEYPoQ?e=BwmO6C
https://sites-simmons-simmons.vuturevx.com/e/yzewphsmluxvscg/f50e664a-531e-4491-a6cf-84194a89503d
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The amount incorporates a 30% reduction due to LME's agreement to resolve the matter
under the FCA's executive settlement procedures, and comes despite steps taken by LME
since 2022 to avoid similar problems in the future.

We know the 2022 nickel crisis had severe impacts for many firms, and we advised
extensively on its fallout at the time. You may recall that Elliott Associates and Jane Street
Global Trading subsequently took the LME to court for this, but judgment went in favour of
the LME based on the contractual terms between the LME and its members. An appeal by
Elliott to the Court of Appeal did not succeed and on the day before the FCA published its
notice, we heard that permission to appeal to the Supreme Court was refused.

The FCA's own investigation, however, took a broader view and identified several failings
resulting in this latest fine.

Key issues highlighted include:

o Inadequate Systems and Controls: The LME failed to have effective mechanisms to
manage volatility, particularly during overnight trading hours, which were monitored
by the Hong Kong team without sufficient escalation processes for severe market
stress.

o Suspension of Price Bands: The LME's decision to disable its price bands during
extreme market conditions allowed the nickel price to rise rapidly, increasing risks to
investors and market users.

o Lack of Written Policies: There were no internal or published policies regarding the
suspension of static and dynamic price bands (and indeed no policies regarding the
use/purpose of static price bands at all).

o Failure to Inform: Aggravating its breach, the LME provided inaccurate information to
the FCA about the calibration and suspension of price bands, delaying the disclosure
of critical details.

The FCA believes the penalty reflects the seriousness of these breaches, which undermined
market orderliness and confidence and — given the LME’s strategic position in the market —
presented significant risks to the wider economy.

BoE Roadmap for Future-Proofing FMIs; You may have heard Sasha Mills, the Bank of England’s

Executive Director for Financial Market Infrastructure, gave a speech on 10 February that elaborates
somewhat on the proposed “Fundamental Rules” and updated “approach to supervision” for FMIs that it
published last year

As a reminder, these new Fundamental Rules will provide an overarching regulatory
framework for FMIs and are just the first step in shifting FMI requirements from primary
legislation to a new BoOE rulebook.

Mills's speech outlines the BoE's three priorities for the year, and what we can expect to see
from them in each case. Briefly unpacking some of the key highlights:

o Ensuring FMI services are operationally resilient — including by bedding in the new
rules for FMIs (for which compliance is due by the end of March), engaging with FMIs
on operational incident and outsourcing requirements, and developing more detailed
guidance around cyber resilience

o Safe and sustainable innovation — the Digital Securities Sandbox initiative will
continue to play a key role here, as will the implementation of international standards


https://sites-simmons-simmons.vuturevx.com/e/wjuka8pohjarha/f50e664a-531e-4491-a6cf-84194a89503d
https://sites-simmons-simmons.vuturevx.com/e/wjuka8pohjarha/f50e664a-531e-4491-a6cf-84194a89503d
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for systemic stablecoins, and plans to simplify aspects of the on-shored EMIR rules
(in collaboration with HMT)

o Financial resilience — EMIR again gets a key mention here: the BoE has in mind to
replace it with “an adaptable and dynamic rulebook that aligns with evolving
international standards”, so stay tuned for information on that! We can also expect an
increased focus from the BoE on using data to monitor risks

FCA Working on New SSR Rules; So the Short Selling Requlations framework that came in force on 14

January, including the powers the FCA have been given to enforce the new regime.

The next step therefore is for the FCA to make the necessary rules to:

o regulate short selling of shares and related instruments as "designated activities" (in
which context, the requirement for firms to notify the FCA of net short positions
exceeding 0.2% of issued share capital is reaffirmed);

o grant waivers/exemptions from these rules and publishing/updating a list of shares
to which the rules apply; and

o exempt market making activities and stabilisation, replacing the existing market
maker rules

The FCA has since updated their webpage regarding the notification and disclosure of net
short positions, as part of which they have announced their intention to conduct a
consultation on the new short selling rules in Q3. Once the rules are finalised, certain
elements of the Short Selling Regulation will come into force. In the meantime, the existing
UK short selling regime will remain in place, including the current requirement for public
disclosure of individual firms' net short positions in issuers at or above the 0.5% threshold.

Bond Voyage: FCA Launches CTP Tender; Last month we mentioned we were expecting the FCA to

publish draft tender documents for a bond consolidated tape provider (CTP) by 07 March.

They have dutifully done so, in the form of this Tender Notice. By way of reminder, the bond
CTP will publish collated bond market data, including prices and volumes of trades, for both
trading venues and OTC trades.

The estimated value of the contract is £29,500,000 +VAT, with dates estimated to run from
17 September 2025 to 30 March 2031, possibly extending to 30 March 2033. Questions may
be submitted until 28 March 2025, with initial tender responses due by 25 April 2025 and final
bids by 13 June 2025.

The FCA will select bidders for the second stage of the tender by 18 July 2025, and a price
auction will begin early August 2025, with a decision on authorisation by the end of 2025.
Additional information on the tender was also published.

Carbon Countdown: UK Eyes Up ETS Extension; The UK Emissions Trading Scheme (ETS) Authority

has initiated a consultation on extending the UK ETS cap beyond 2030. We've seen lots of consultations
on expanding and reworking the UK ETS recently (and the EU ETS even more so), notably including the
integration of new sectors such as energy from waste, engineered and nature-based greenhouse gas
removals, domestic maritime etc.
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e This latest consultation is of a more general nature, looking at the continued operation of the
UK ETS as a whole beyond the expiry of the current phase, and at its role in delivering on the
2050 net zero target.

e Three options are proposed for extending the UK ETS post-2030, which differ in terms of
either aligning with the current 10-year phase approach for the sake of continuity, or with the
government's 5-yearly ‘Carbon Budgets”.

o a7-year phase aligning with Carbon Budget 6 (2031-2037),
o a10-year phase continuing the current cycle (2031-2040, or
o a12-year phase aligning with Carbon Budget 7 (2031-2042).

e The consultation also explores whether or not ‘banking’ of allowances from the current
phase to the next should be permitted. This would enable participants to carry over
allowances. The strong recommendation of the Authority is to allow such interphase banking
for the sake of providing flexibility and supporting long-term emissions abatement planning.

Racing Towards Faster Settlement Cycles Regular readers will be aware that the UK & EU shift to a
T+1 settlement cycle has featured in several recent editions of Markets View, following a flurry of
activity in the UK and EU.

e We now have the essential outline (the key headline being that the transition will in both
cases apply from 11 October 2027) and are getting into the nitty-gritty.

o Onthe EU side, the Commission has now published its legislative proposal to amend
Article 5(2) CSDR accordingly.

o Onthe UK side, the UK government has now published its response to the
Accelerated Settlement Technical Group’s (AST) Implementation Plan (which we
covered in our February edition), essentially endorsing all the AST'’s
recommendations. We can expect the UK government to introduce comparable
legislation amending Article 5(2) of UK CSDR when Parliamentary time allows. The
FCA has also published a new webpage on T+1 settlement. Of note, Sasha Mills
outlined the BoE's support for the transition in (another) speech, commenting that the
BoE estimates it may allow CCPs to release £1bn-worth of margin.

e Accordingly, firms should now begin preparations for 11 October 2027 as the first day of
trading under the T+1 standard. (For those who are interested, the indications are that
Switzerland will be moving to T+1 settlement at/around the same time)

e Noting tﬂese EUtT papers:

o DTCC Whitepaper; The Road to T+1 & Importance of Collaboration;
20Mar2025.pdf

EU T1 FX paper v1.3: 29Mar2025.pdf

(@]

o 250328 EU T+1 Trading Workstream - Summary_Final.pdf

o 250328 EU T+1 Trading Workstream - Trading venue survey result v1.pdf

o 89250328 FU T+1 Trading Workstream conference call - Supporting
documents_v3.pptx

o EIEUT1-IC - Technical Workstream Updates 250331.pdf

o ThouqhtTree Lab proposal for Giovanni Sabatini.pdf

o ICMA analysis_Trade activity by time_Trading WS DRAFT version_210325.pdf

o B 20250328 EUT1-IC Technical Workstream Distribution Master List.xlsx
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5 20250317 EUT1-ITC Summary of Conclusions.pdf

BH 250314 EU T+1 Trading Workstream - Summary_Final.pdf

20250321 EUT1-IC Technical Workstream Distribution Master List.xIsx

ot EU settlement discipline - draft 2.pdf

EUtT; Trading WS short survey for trading venues; 21Mar2025.pdf

T+1 and SFTs - follow-up comments; 21Mar2025.pdf

EDFl |CMA analysis_Trade activity by time_Trading WS DRAFT version_210325.pdf
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Regulatory Recharge: EU Consultation on Commodity Derivatives & Energy; The European
Commission has unveiled a targeted Consultation aimed at reviewing the functioning of commodity
derivatives markets and certain aspects of spot energy markets.

e Thisis framed as a “comprehensive assessment” of the existing rules, and addresses no
fewer than 77 questions. There's a lot to unpack, and (in time) to compare against the UK
commodity derivative reforms (FCA Policy Statement PS25/1) which we covered in last
month's edition.

e By way of a brief run-down of some of the key proposals:

@)

Data Reporting and Transparency: The consultation seeks to streamline and
harmonise reporting requirements under MiFID/MIFIR/EMIR and REMIT. This could
lead to a centralised data collection mechanism for energy products in particular (a
‘one-stop shop’), potentially reducing the reporting burden on market participants and
improving supervisory access to data.

Ancillary Activity Exemption (AAE): The consultation reviews the AAE criteria under
MIFID, which exempts certain non-financial market participants from obtaining a
MiFID authorisation. Changes to these criteria could impact firms' regulatory
obligations and their ability to participate in commodity derivatives markets without
being classified as investment firms. The questions are of a searching/scoping
nature at present.

Position Management and Reporting: Enhancements to position management and
reporting are being considered to ensure trading venues have comprehensive data on
market participants' positions, including those in OTC contracts (citing the example
of the LME nickel crisis). This includes a reassessment of whether the MiFID concept
of ‘economically equivalent OTC derivatives’ is fit for purpose. Changes could affect
how firms manage their positions and comply with reporting requirements.

Position Limits: The consultation examines the impact of position limits on market
liquidity and the ability of commercial entities to hedge. It also considers whether
position limits should be differentiated by types of traders or activities.

Circuit Breakers: The Commission is exploring the permanent implementation of
static circuit breakers (in particular following the introduction of the temporary ‘intra-
day volatility management mechanism’ to address the 2022 energy crisis) to manage
excessive daily volatility in commodity derivatives markets.

e Finally, section 6 of the consultation presents several possible developments drawing on
other recommendations from the Draghi Report, including:

o

Obligation to Trade in the EU: The Draghi Report suggests that trading activities in
energy derivatives relevant to the EU/for EU delivery should be conducted by
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companies within the EU, with potentially significant impacts for firms that engage in
cross-border trading of these products.

o Market Correction Mechanism/Dynamic Caps: The consultation discusses the
potential for dynamic caps, following the experience of the MCM introduced during
the 2022 energy crisis (which expired on 31 Jan 2025). The Draghi Report suggested
making dynamic caps a permanent feature of energy spot & derivatives trading, to
prevent EU energy prices from significantly diverging from global prices.

o MIFID for Spot Markets?: The Draghi Report recommends aligning the regulatory
frameworks governing spot and derivatives markets to prevent systemic risks. This
could involve extending certain MiFID requirements to spot energy markets (which
are currently mainly governed by REMIT), bringing enhanced organisational and
operational requirements for trading venues and market participants in the spot
space.

o Enhanced Supervisory Cooperation: The consultation highlights the need for
improved cooperation between energy and financial market regulators, and potential
developments in this space.

e Responses to the consultation are due by 23 April — do let us know if you have any questions
or we can help at all.

CSDR Settlement Discipline — ESMA Whips RTSs into Shape; Previously, when we've looked at
settlement discipline the focus has been on concerns around the introduction of a “mandatory buy-in
regime”. But, CSDR Refit controversially retained the buy-in regime, but provided that it will only be
brought into force via an implementing act, as a measure of last resort.

e With mandatory buy-ins becoming a last resort, there is increased focus on other measures
such as cash penalties. CSDR Refit introduced a legislative mandate for ESMA to develop
draft Regulatory Technical Standards (RTS) in relation to settlement discipline measures, and
we now have ESMA's Consultation Paper providing technical details around such measures,
for insertion in the CSDR RTS on Settlement Discipline. The proposals cover:

o Timing and means for sending allocations and confirmations

o International open communication procedures and standards for messaging and
reference data

o Onboarding of new clients; and hold and release and partial settlement functionality
Auto-collateralisation; and real-time gross settlement versus batches

o Reporting top failing participants and reasons for settlement fails; and CSDs’ public
disclosure.

e CSDR Refit included a second legislative mandate for ESMA to develop draft Regulatory
Technical Standards (RTS) to improve settlement efficiency. To this end, ESMA has unveiled
further technical proposals for amendments to the CSDR RTS on Settlement Discipline:

o Unique transaction identifiers (UTIs) and the Sensitive Security Information (SSI)
format

o Place of safe keeping (PSAF) and place of settlement (PSET) as mandatory fields

o Transaction type; and timing for sending settlement instructions to the securities
settlement system (SSS)

o Alignment of CSDs’ opening hours, real-time/night-time settlement and cut-off times

o Shaping; and automated securities lending
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e Responses to the consultation are due by 14 April 2025, with a final report expected by
October 2025, when the draft RTS will be submitted to the European Commission. Thisis a
little later than the timeline envisaged in the two mandates, which had envisaged deadlines
of 17 January 2025 and 17 July 2025 respectively.

e ESMA also published on 20 February 2025 three Final Reports with (amended) draft RTSs,
which have now been submitted to the European Commission for adoption:

o Onthe Substantial Importance of CSDs under Article 24a(13) of CSDR, proposing
criteria under which a CSD in a host Member State could be considered to be of
substantial importance for the functioning of the securities markets and the
protection of investors. CSDR Refit specified new requirements for mandatory
colleges with formal cooperation arrangements between home and host competent
authorities, for the supervision of a CSD of substantial importance.

o Amending Regulation (EU) 2017/392 and Regulation (EU) 2017/394 under CSDR on
review and evaluation (R&E), proposing to reduce the frequency for the annual R&E
process and defer the application of certain new requirements, by one year to
facilitate IT adaptations.

o Onthe information notified by third-country CSDs, with proposed amendments to the
information that third country CSDs are required to notify for notary services, central
maintenance and/or settlement services for financial instruments.

Data Daze: I0SCO Report on the Technological Challenges to Effective Market Surveillance /0SCO
has released a paper following its thematic review on the technological challenges to effective market
surveillance. This follows an earlier (2013) IOSCO Report on the subject, and sets out I0SCQO’s findings
in relation to each of its original 8 recommendations.

e Several issues of concern are noted in the report, in relation to the implementation of the
recommendations. The theme underlying them all is the difficulty of analysis the data
involved, particularly due to reasons of:

o Size: some regulators reporting being overloaded by HFT data

o Format & quality: deficiencies and inadequate standards present practical obstacles
to reconstructing/analysing order books

o Cross-venue analysis: products traded across multiple venues (an increasing
phenomenon) require integrated order/trade analysis and automated surveillance
methods.

o Cross-border analysis: cross-border market activity is a real challenge for regulators,
“most” of whom have not fully mapped their cross-border surveillance capabilities.
The result is there are “gaps” in the data.

o Alongside these interesting themes based on past practice, the report touches at several
points on new challenges (and opportunities) — especially on machine learning & Al. The use
of these technologies to analyse order/trade patterns and strategies is clearly not yet
mainstream, although examples are cited from the UK and France.

UK regulators consult on changes to margin requirements for non-centrally cleared derivatives; On
27 March, the Prudential Regulation Authority and Financial Conduct Authority opened a consultation
on margin requirements for non-centrally cleared derivatives. The proposals are to:
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Make permanent the current temporary exemption, which is due to expire 4 January 2026,
for single-stock equity options and index options from the UK bilateral margining
requirements. The EU had the same temporary exemption until 24 December 2024 when the
latest revisions to the European Market Infrastructure Regulation, known as EMIR 3, made
the exemption permanent. We discuss this change and others in our client bulletin, “EMIR 3 -
Impact on uncleared OTC derivatives markets”. Both the UK and EU allow provision for the
exemptions to change, if in future other jurisdictions implement margin requirements for
these derivatives.

Remove the obligation to exchange initial margin (IM) on outstanding legacy contracts for
firms that subsequently fall out of scope of the requirement. This is intended to ease the
operational burden on firms which is considered to be disproportionate to the lower systemic
risk of such market participants and align with other jurisdictions.

Allow UK firms, when transacting with a counterparty subject to margin requirements in
another jurisdiction, to use that jurisdiction’s threshold assessment calculation periods and
entry into scope dates to determine whether those transactions are subject to IM
requirements. This measure is intended to remove the current disincentive to trade with
international counterparties that use different threshold assessment calculation periods and
dates.

Responses to the consultation may be submitted until 27 June.

UK government to abolish Payment Systems Requlator; The UK has announced the abolition of the

Payment Systems Regulator, as part of its efforts to cut red tape and drive economic growth. The move
follows complaints from payment services firms that they were having to engage with three different
regulators, costing them time, money and resource.

The government has therefore proposed to consolidate the PSR, which looks after payment
systems like Faster Payments and Mastercard, into the Financial Conduct Authority (FCA).
Will anything change? This announcement may strike a bold tone but, as it stands, it isn't
really changing anything, other than moving the PSR into the FCA.

The industry has previously expressed a number of concerns around the PSR, so visually this
comes across rather well.

What's more, the consolidation of this regulator into the FCA — given the latter’s broader
remit for financial services regulation — arguably makes sense.

However, the proof will be in the pudding as to whether this really results in any substantive
changes to the types and the approach of the regulator.

UK Finance publishes its Plan for Growth; On 77 March 2025, UK Finance published its Plan for

Growth, which it submitted to the Government earlier in the month.

UK Finance flags the importance of financial services to the domestic economy, noting that
the UK is the largest net exporter of financial services globally. It explains that the current
discussion about what more the regulators could do to support economic growth, and the
way in which the FCA, PRA and others have responded, has created the space to consider
bolder reforms, building on the Mansion House reform agenda laid out by the Chancellor of
the Exchequer in November 2024.

Proposed reforms
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e Inthe Plan, UK Finance sets out reforms that it considers are needed to help the UK financial
services sector make “an even stronger contribution to the Government's growth agenda,
while also delivering real benefits for consumers, businesses and society”. Those reforms are
intended to help deliver the following objectives:

o Create a pro-growth operating environment.
o Ensure the financial system is fit for the future.
o Unlock financial services for consumers, businesses and society.

e The reforms proposed in the Plan to help deliver these objectives include some that have
now taken place, such as:

o Consolidating the Payment Systems Regulator into the FCA, which the Government
announced last week.

o The FCA's announcement that they will not proceed with their plans to name firms
subject to enforcement action.
The FCA's plans to simplify lending rules and benefit mortgage customers.

o The PRASs intention to increase the retail deposits leverage ratio threshold.
The Government’s announcement that it will review the role of the Financial
Ombudsman Service to address concerns it can act as a quasi-regulator.

e The Plan also sets out further proposals for the Government and regulators, including:

Expediting the Government's work on issuance of a digital gilt.

Creating a stronger rule review mechanism to bolster regulatory accountability.

Publishing a new Financial Inclusion Strategy to help to empower consumers.

Delivering new regulatory frameworks for consumer credit, digital wallets, and new

digital assets and money.

o Recalibrating capital requirements for banks of all sizes to support more lending.

o O O O

Starmer: | will cut regulation to boost private sector UK Prime Minister Keir Starmer has introduced a
comprehensive regulatory action plan to streamline business operations in the UK. The plan includes
removing unnecessary environmental regulations to expedite infrastructure projects, merging
regulators to reduce duplication, and setting clear KPIs for regulatory bodies to enhance
accountability. This approach aims to simplify the regulatory landscape and enable the private
sector to thrive. City A.M. (London)

AML

e On 13 March 2025, HM Treasury published its Anti-Money Laundering and Counter-Terrorist
Financing: Supervision Report 2023-24. The report provides information on the activities of
the AML/CTF supervisors in the 2023-24 financial year, as required by HM Treasury's
obligation to publish an annual report under Section 51 of the Money Laundering, Terrorist
Financing and Transfer of Funds (Information on the Payer) Regulations 2017.

o Market Abuse and Market Manipulation Summit; Latest developments in market abuse detection and
prevention - 28th April 2025, Central London

08:30 Registration, networking coffee and breakfast

09:15 Chair's opening remarks

09:20 Keynote address: The FCA's agenda to combat market abuse and enforcement
priorities
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Therese Chambers, Co-Executive Director, Enforcement and Market Oversight,
Financial Conduct Authority - confirmed

09:40 Panel discussion: Key trends in market abuse and manipulation: using Al and
data driven techniques to combat them

Moderator: Munib Ali, Partner, AlixPartners - confirmed

Panellists

Paul Clulow-Phillips, Managing Director, Global Head of Market Abuse
Surveillance, BNP Paribas — confirmed

lan Blair, Group Head of Surveillance, HSBC

Steve Livermore, Global Head of Wholesale Conduct and Markets Surveillance,
Barclays

10:25 Panel discussion: Latest developments in market abuse enforcement
Moderator: Oliver Pegden, Partner, Clifford Chance - confirmed

Panellists

Dr Greg Leonard, Senior Vice President, Cornerstone Research - confirmed
Rachel Cockshutt, Head of Regulatory Change, Europe, Royal Bank of Canada
Ronald Tee, Director, Global Transaction Surveillance Monitoring, Barclay

11:10 Morning coffee and networking break

11:35 Panel discussion: The effectiveness of the regulatory treatment of market
abuse in the crypto markets

Moderator: tbc

Panellists:

lan Taylor, Executive Director, Crypto UK - confirmed

Laura Navaratnam, UK Policy Lead, Crypto Council for Innovation (CCl) -
confirmed

Rupert Thorne, Deputy Secretary General, Financial Stability Board

12:20 Panel Discussion: European regulatory co-operation and enforcement: what
are the implications for UK based firms?

Moderator

Panellists

Speaker tbc, AFM

Carlo Milia, Director, Head of Market Abuse Investigation Unit, CONSOB -

confirmed
Raul Navarro, Deputy Director Equity Markets, CNMV - confirmed
13:05 Lunch and Networking break
1415 Panel discussion: Challenges in regulating the foreign exchange and
commodities markets
Moderator
Panellists
Christopher Rich, General Counsel, Financial Markets Standards Board -
confirmed

Kristina Combe, Chief Risk Officer, LME
Alexander McDonald, CEQ, European Venues and Intermediaries Association

14:55 Presentation: Overcoming the challenges in relying on third party systems for
trade surveillance
Speaker tbc

1515 Panel discussion: Latest developments in the identification and dissemination

of inside information
Moderator: tbc
Panellists:
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Fleur Eysenck, Legal Counsel, Litigation, Investigations and Enforcement -
confirmed (subject to clearance)

Glen Harding, Head of Fixed Income and Equities Surveillance, BNY Mellon
Further speakers tbc

15:55 Fireside chat: Individual accountability: Liability of PDMRs and the impact of
the SMCR

In conversation with...

Speaker tbc

16:15 Chair’s closing remarks

16:20 Afternoon tea and networking

Contentious FS and Investigations

On 12 March 2025, the FCA published a press release announcing that it has commenced
criminal proceedings against a further individual with respect to a suspected water
investment scam.

On 17 March 2025, the FCA published a Decision Notice issued to Crispin Odey of Odey
Asset Management LLP (OAM), issuing a financial penalty of £1.8m and banning him from
the UK financial services industry for a lack of integrity (read the FCA's press release here and
Mr Odey's Decision Notice here). It follows Mr Odey being issued a written warning for
misconduct following allegations of sexual harassment by two former employees. The FCA
considers that Mr Odey deliberately sought to frustrate OAM'’s disciplinary processes into his
conduct to protect his own interests and considers that his behaviour towards both OAM and
the FCA lacked candour. Mr Odey has referred his Decision Notice to the Upper Tribunal.

On 20 March 2025, the FCA fined the London Metal Exchange £9.2 million for failing to
ensure its systems and controls were adequate to deal with severe market stress (read the
FCA's Final Notice here). This is the first FCA enforcement action and fine against a
Recognised Investment Exchange.

The Supreme Court has granted permission to appeal the judgment of the Court of Appeal in
FCA v BlueCrest Capital Management (UK) LLP [2024] EWCA Civ 1125 (UKSC2024/0146), a
case that has wide implications on the FCA's ability to secure redress for consumers and its
ability to conduct litigation before the Upper Tribunal effectively (see the Supreme Court's
webpage here).

Crypto and DLT

On 17 March 2025, the FCA stated in a press release that it had declined Zeux Limited's
application for registration as a cryptoasset exchange provider under the Money Laundering,
Terrorist Financing and Transfer of Funds (Information on the Payer) Regulations

2017 because the firm failed to implement anti-money laundering controls and carry out
effective risk management (read the FCA's press release here and the FCA's Decision Notice
here).
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e On 24 March 2025, the FCA published a new webpage on a voluntary survey issued to ESG
rating providers on 21 March 2025. ESG rating providers are invited to complete the survey
(which can be accessed via the webpage) to help inform the future FCA regulatory regime for
ESG rating providers and broader sustainability disclosures. Responses to the survey can be
submitted until 16 May 2025.

General

e On 17 March 2025, HM Treasury published a policy paper that contains an action plan
setting out the steps the government intends to take to reform the UK regulatory system to
ensure regulators and regulation support growth (read HMT's action plan here). The growth
boosting measures include:

o Attracting more investment from international financial services firms by setting up a
bespoke ‘concierge service’ to help them get to grips with UK regulations, making it
easier to do business in the UK.

o Allowing families to manage their spending safely as the Financial Conduct Authority
reviews contactless payment limits, including the £100 cap on individual payments,
while speeding up queues at checkout.

o Support for homeownership as the Financial Conduct Authority simplifies mortgage
lending rules, including making it easier to re-mortgage with a new lender and reduce
mortgage terms.

o Helping start-ups secure funding to grow through the Financial Conduct Authority
issuing more notices where they are likely to approve applications from budding
entrepreneurs.

e On 17 March 2025, UK Finance published a Plan for Growth (read this here) which proposes
a series of specific reforms to help the UK financial services sector make an even stronger
contribution to the government's growth agenda, while also delivering real benefits for
consumers, businesses and society. It calls for the government and the regulators to take
clear steps to deliver the following objectives:

o Create a pro-growth operating environment
o Ensure the financial system is fit for the future
o Unlock financial services for consumers, businesses and society

e On 19 March 2025, the PRA published a consultation paper on proposals relating to, among
other things, its policy for recognised exchanges (read the consultation paper here).
Responses to the consultation are requested by 18 June 2025.

e On 21 March 2025, the FCA published its response to the Complaints Commissioner’'s Report
in respect of the Financial Services Register not being kept up to date (read the FCA's
response here). The FCA has confirmed that it is undertaking a case management
optimisation programme which includes reviewing its case management processes to
improve the efficiency of handovers and records management.

e 0On 25 March 2025, the FCA launched its 5-year strategy for 2025 to 2030 (read the FCA's
strategy here), which aims to deepen trust, rebalance risk, support growth and improve lives.
The strategy centres around four key priorities for the FCA:

o Tofight financial crime.
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o To help consumers navigate their financial lives; and

o Supporting sustained economic growth;

o Tobeasmarter regulator;
The strategy also sets out how the FCA will change how it supervises to be more efficient,
including taking a less intensive approach for those firms seeking to do the right thing,
significantly streamlining how it sets its supervisory priorities, and reviewing whether it can
stop requiring certain data returns. It will also digitise and simplify the authorisation
processes, so it is easier and quicker to apply, the information received is better quality and
follow-up requests are reduced.

Operational Resilience

On 24 March 2025, the Bank of England published a press release (read here) announcing
the launch of the 2025 bank capital stress test, together with a document (read here) setting
out key elements of the test. The seven largest and most systemic UK banks and building
societies will participate, representing 75% of lending to the UK real economy. The stress test
will assess the resilience of the UK banking system to deep simultaneous recessions in the
UK and global economies, large falls in asset prices, higher global interest rates, and a
stressed level of misconduct costs.

Payments and e-money

On 11 March 2025, HM Treasury announced plans to abolish the Payment Systems
Regulator (PSR) to streamline the regulatory environment, consolidating its functions into the
FCA to reduce complexity and costs for businesses, particularly smaller businesses. HM
Treasury’s announcement can be found here. This change will be implemented once
legislation passes, with the PSR continuing to operate until then. We shared our update and
further thoughts on this announcement here.

On 12 March 2025, the PSR released a policy statement (which can be accessed here) on its
approach to publishing data on authorised push payment (APP) scams for 2024, planning
two updates: one for pre-reimbursement cases and another for post-reimbursement cases.
The PSR also announced a consultation on future data reporting to ensure transparency and
alignment with consumer needs and regulatory requirements.

On 14 March 2025, the FCA published an engagement paper (read here) exploring potential
changes to contactless payment limits, including allowing more flexibility for payment
service providers, increasing or removing existing limits, or relying on consumer duty
principles. The FCA currently limits the value and number of contactless payments that can
be made before requiring authentication to £100 in any single contactless transaction, and a
cumulative total of £300 across several contactless transactions, or no more than five
consecutive contactless transactions. The engagement paper outlines alternative
approaches to contactless payment limits, which aim to provide more flexibility to payment
service providers (PSPs), consumers and businesses to decide appropriate contactless
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limits, while also reducing the risk of fraud. The review aims to address technological
advancements, fraud prevention, and inflation, with responses due by 9 May 2025.
The options on which feedback is sought are:

Introducing a new risk-based exemption allowing PSPs more flexibility to set their own
contactless limits for in-person transactions, subject to achieving low rates of fraud.1.
Increasing existing contactless limits or removing them entirely.

Relying substantively on the FCA consumer duty, rather than setting bespoke rules for
contactless limits.

White Collar Crime

The Independent Review on Disclosure and Fraud Offences, led by Jonathan Fisher KC, has
been published. The report titled "Disclosure in the Digital Age" (read here) examines the
challenges and shortcomings in disclosure obligations with fraud investigations and
prosecutions, and offers 45 recommendations for reform.

On 20 March 2025, the UK, France and Switzerland announced a new alliance to tackle
bribery and corruption threat, establishing the International Anti-Corruption Prosecutorial
Taskforce (read the SFQO's press release here).
On 25 March 2025 Tom Hayes (the ex-Citigroup and UBS trader imprisoned for rigging Libor
Benchmark rates) began his final appeal at the Supreme Court, which will consider whether
his 2015 conviction was unsafe and should be overturned. At the time of his conviction,
Hayes was the first person in the world to be found guilty by a jury over the Libor scandal.
The final appeal hearing will last three days and follows the Court of Appeal hearing in 2024,
which upheld Hayes’ guilty verdict. The issues the Supreme Court will consider are:
o IsaLIBOR or EURIBOR submission automatically dishonest if it is influenced by a
trading advantage?
o Must a LIBOR of EURIBOR submission be of the single cheapest rate at which the
panel or prime back could borrow at the time of the submissions, or can it be a rate
selected from within a range of potential borrowing rates

ISDA ; A Welcome Extension on US Treasury Clearing & ISDA Treasury Clearing Panel: Scott O’'Malia
Welcoming Remarks & Trading Book Capital Basel Il Implementation and Latest Industry Trends:

Scott O'Malia Welcoming Remarks

ISDA Response to FCA Discussion Paper on UK MIFID Transaction Reporting

ISDA Response to ESMA Consultation on MIFID Transaction Reporting

ISDA and FIA Response to I0SCO on Pre-Hedging Consultation

ISDA and AFME Response to FCA on Transparency of Enforcement Decisions
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ISDA and IIF Response on Counterparty Credit Risk Hedging

Climate Risk Scenario Analysis for the Trading Book: Phase 3

ISDA ; Appropriate Capital Rules Needed for Deep, Liquid Markets

The key question that regulators around the world are asking is what lies ahead for financial services
in the United States during Donald Trump's second term. Five common themes seem to have already
appeared.: deregulation; more fintech friendly policies; more Operational Resilience; greater concerns
around AML; and less support for climate related initiatives.

In terms of deregulation it is, for example, expected that the Biden administration’s Basel Ill endgame
proposal will be scrapped or substantially revised. The impact of this has already been seen in the
United Kingdom where HM Treasury has recently announced that it will be delaying its own
implementation of the final Basel standards so as to give it more time to see what plans emerge
from the other side of the Atlantic. Whether other jurisdictions follow suit remains to be seen
although this is expected.

Outside of Basel Ill many jurisdictions will see further regulatory initiatives this year adding to the
compliance burden. In some cases, like South Africa and the expected finalization of the Conduct of
Financial Institutions Bill, regulation will undergo fundamental change. In other jurisdictions, like
Europe, 2025 will see both a continuation of existing legislative initiatives (for example, the review of
the Securitisation Regulation and the Retail Investment Strategy) and new legislative initiatives (for
example, the review of the Benchmarks Regulation).

President-elect Trump vowed to make the United States the “crypto capital” and to end the
“persecution” of the crypto industry. In Europe, crypto regulation is at a fairly advanced stage with the
Markets in Crypto-Assets Regulation already in force and in 2025 many crypto asset service
providers will move to this regime following their Member States' transitional period expiring. Other
jurisdictions like the United Kingdom will be issuing later this year legislation that will define the
extent to which crypto-assets are regulated. A similar story can be found in Hong Kong with the
finalization of the draft Stablecoins Bill which was published near the end of last year. In Dubai, the
regulators are expected to have some level of industry engagement this year on tokenization and
particularly real-world asset tokenization.

Outside of crypto assets operational resilience will continue to be an important theme in 2025. In
Europe, the Digital Operational Resilience Act, or DORA, has recently come into force and firms will
be focusing on their reporting obligations and the final level 2 and 3 measures that are outstanding.
Operational resilience will also be an important theme in the United Kingdom particularly as regards
critical third parties and by May 2026 all banks in Hong Kong are expected to become fully resilient.
Regulators will continue to focus their attention on artificial intelligence too with, perhaps, Asia
leading the way in this area. There have already been papers from various regulators on managing
risks and governance over artificial intelligence models and more is expected.

22


https://isda.informz.net/z/cjUucD9taT05Mzc3Mjk2JnA9MSZ1PTkyMjk2Njc3NCZsaT04NzYwNDIwMA/index.html
https://isda.informz.net/z/cjUucD9taT05Mzc3Mjk2JnA9MSZ1PTkyMjk2Njc3NCZsaT04NzYwNDIwMQ/index.html
https://isda.informz.net/z/cjUucD9taT05Mzc3Mjk2JnA9MSZ1PTkyMjk2Njc3NCZsaT04NzYwNDE4OA/index.html

European London
Venues & Energy
Intermediaries Brokers'
Association Association

Some regulators like the German BaFin and the Dutch AFM have warned that geopolitical risk is a
key risk for firms in 2025. One area that BaFin has been assessing is whether the loans issued by
certain financial institutions are concentrated in particular regions, industries or companies that are
affected by difficult geopolitical circumstances.

The United States’ retreat from ESG related regulation is actually not to be the exception rather than
the norm. Climate disclosure requirements will come into force in 2025 for many financial services
firms. Many jurisdictions, notably the EU, the United Kingdom and countries in Asia, have adopted
requirements aligned with the International Sustainability Standards Board's climate disclosure
standard (IFRS S2). Some jurisdictions will also be considering their own taxonomy.

A further common theme in many jurisdictions in 2025 will be anti-money laundering / countering
the financing of terrorism (AML/CTF) regulation. For example, in the EU firms will be starting their
preparations for a new AML regime which includes a directly applicable Regulation and a new Anti-
Money Laundering Authority. Whilst the new EU AML/CTF regime will not come into immediate
effect there are steps that firms should consider in 2025 in order to prepare. In Australia the
Australian Reports and Analysis Centre will be collaborating with industry to implement the changes
introduced by the Anti-Money Laundering and Counter-Terrorism Financing Amendment Act 2024
which the Parliament of Australia passed late November 2024. Australia’s new tipping off offence
also commences on March 31, 2025. China’'s amended Anti-Money Laundering Law took effect from
January 1, 2025 and includes extra-territorial provisions.

FSB

The March 2023 banking turmoil provided a stark reminder to the Financial Stability Board (FSB) that
bank runs remain a risk, and that authorities still face challenges in dealing with failing banks. In
2024 a significant area of focus for the FSB was the bank crisis framework and this will continue into
2025.

Specifically, the FSB's 2024 Resolution Report notes that in the coming year, the FSB will address
those areas that remain outstanding, specifically: (i) advancing the work on operationalising the use
of transfer tools in resolution; (i) sharing information and enhancing monitoring of implementation
of public sector backstop funding mechanisms; (i) supporting the work on open bank bail-in
execution and securities law compliance building on the 2024 technical work; and (iv) promoting
cross-border cooperation and information sharing with authorities outside of Crisis Management
Groups.

The FSB will also conduct a biennial resolvability assessment process for global systemically
important banks in 2025. In the markets space the FSB has been working on enhancing margining
practices and liquidity preparedness. For example, earlier in 2024 the FSB published a consultation
report with cross-sectoral, high-level policy recommendations on liquidity preparedness for margin
and collateral calls and a final report was published in early December 2024.

Complementing this work, the Basel Committee on Banking Supervision (Basel Committee), the
Committee on Payments and Market Infrastructure (CPMI), and the International Organization of
Securities Commissions (I0SCO) launched two consultation reports and a discussion paper in early

23



European London
Venues & Energy
Intermediaries Brokers'
Association Association

2024 on transparency and responsiveness of initial margin (IM) in centrally cleared markets;
streamlining variation margin (VM) processes and the responsiveness of IM models in non-centrally
cleared markets; and streamlining VM in centrally cleared markets.

The Basel Committee, CPMI and IOSCO intend to finalise these reports shortly. The FSB has seen
progress on the four pillars of the 2021 FSB Roadmap for addressing climate-related financial risks.
The four pillars were: firm-level disclosures, data, vulnerabilities analysis, and regulatory and
supervisory practices and tools.

On firm-level disclosures, the focus is now on jurisdictional implementation of the International
Sustainability Standards Board (ISSB)’s inaugural standards — International Financial Reporting
Standards (IFRS) ST and IFRS S2. The FSB will also issue its next report on progress with its
Roadmap for Addressing Climate-related Financial Risks in mid-2025. On the payments side the FSB
has been working on its 2023 Prioritised Roadmap which focuses on 15 priority actions across three
themes: payment system interoperability and extension; legal, regulatory, and supervisory
frameworks; and cross-border data exchange and message standards. In 2024 more than half of the
Roadmap’s priority actions were completed including developing harmonised ISO 20022 data
requirements and recommendations for harmonized application programming interfaces (APIs) in
cross-border payments. However, significant progress is still needed in 2025 with differences across
regions.

Whist accepting that digitalization brings about greater efficiencies the FSB is also conscious that it
can increase systemic risk in financial markets including those related to third-party dependencies
and cyber security. The FSB has issued for public consultation a format for operational incident
reporting exchange (as known as FIRE), including cyber incidents which aims to promote common
information elements for incident reporting while allowing for flexible implementation practices. The
FSB has also published a policy toolkit for financial authorities, institutions, and service providers to
enhance third-party risk management and oversight. Artificial intelligence (Al) also remains a priority
for the FSB and a report published in November 2024 called on national financial authorities and
international bodies to enhance their monitoring of Al developments and assess whether financial
policy frameworks were adequate.

Keeping with the theme of digitalization, in 2024 the FSB examined the financial stability
implications of the tokenisation of assets identifying several vulnerabilities of distributed ledger
technology (DLT) based tokenization. The report identified initial issues for the FSB, standard setting
bodies, and national authorities which included considering ways to address data and information
gaps in monitoring the adoption of tokenisation as well as to increase understanding of how
tokenisation fits into legal and regulatory frameworks and supervisory approaches. More on these
issues is expected in 2025.

Another long-standing priority of the FSB's agenda has been to enhance the resilience of the non-
bank financial sector. Non-bank financial intermediation (NBFI) continues to grow, and the sector
continues to evolve in ways that change the risks and vulnerabilities that the financial system faces.
A number of NBFI policy deliverables have already been agreed upon, including enhancing money
market fund resilience and addressing liquidity mismatch in open-ended funds. In late December
2024 the FSB published a consultation report with proposed policy recommendations for authorities
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to monitor vulnerabilities and use policy measures to address systemic risk from NBFI leverage. The
deadline for comments on the consultation report is February 28, 2025. A final report will be
published in mid-2025.

On January 23, 2025 the FSB published its work programme for 2025. An annex to the work
programme provides an indicative timeline of key FSB publications and external events planned for
2025-26.

This includes:

April 2025: Final format for Incident Reporting Exchange

July 2025: Final report on non-bank financial intermediation leverage policy
recommendations

July 2025: Climate roadmap progress report

October 2025: Thematic peer review of crypto-assets recommendation implementation
October 2025: Cross-border payments roadmap progress and KPI monitoring report

I0SCO

The International Organization of Securities Commissions (I0SCO) issued several final reports in
2024 including one on market outages which put forward good practices for trading venues to
consider. There have also been various initiatives on this topic from various regulators including the
Australian Securities and Investments Commission (ASIC), the EU European Securities and Markets
Authority (ESMA), the UK Financial Conduct Authority (FCA) and the Securities and Exchange Board
of India. The EU’s Digital Operational Resilience Act (DORA) also contains elements applicable to
exchanges'’ technological resilience and monitoring of third-party technology risks.

In late November 2024, I0SCO issued a final report on the evolution in the operation, governance and
business models of equity exchanges. The report identified key trends, including increased cross-
border activities and reliance on electronic trading. It also outlined concerns over potential conflicts
of interest, particularly within exchange groups where regulatory and commercial roles may
intersect. I0OSCO recommended that regulators adopt measures to ensure exchanges maintain
autonomy in their regulatory functions, manage conflicts of interest effectively, and remain resilient
against operational risks.

In November 2024 I0SCO issued a consultation report which assessed potential conduct and
market integrity issues associated with the practice of pre-hedging. The consultation closes on
February 21, 2025 and following this I0SCO will publish a final set of recommendations. The IOSCO
consultation follows a spotlight review that the Financial Markets Standards Board published on pre-
hedging during the summer of 2024 with the intention of advancing industry debate on the issue.
From the EU perspective, before the IOSCO consultation report ESMA concluded following a call for
evidence that there were no grounds to ban pre-hedging although it could give rise to conflicts of
interest or abusive behaviour.
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IOSCO has issued a new Roadmap intended to enhance retail investor online safety which contains
flve waves of targeted actions planned over 2025. I0SCO’s Roadmap focuses on regulation,
education and collaboration to address emerging digital risks, that stem from technological
developments and the increasing impact of social media on retail investor decisions. For the first
time, IOSCO will seek to engage and collaborate with social media companies, search engines and
other internet providers to encourage them to restrict and monitor harmful content, protecting retail
investors on a global scale.

Three consultation reports were issued at the time of the Roadmap including one which explored the
evolving landscape of finfluencers, the associated potential benefits and risks, and the current
regulatory responses across jurisdictions. The other consultations considered digital engagement
practices and the imitative trading strategy known as copy trading. The deadline for comments on
these consultations is January 20, 2025. The final reports are expected later in 2025.

CPMI

In May 2024 the CPMI issued its work programme and strategic priorities for 2024-25 which set out
five key themes: risk management of financial market infrastructures (FMIs), enhancement of cross
border payments, digital innovation in payments, clearing and settlement. In relation to the latter the
near-term focus areas include tokenisation and cross-border central bank digital currencies (CBDCs).
A CPMI report describing ways that tokenization may affect the functioning of regulated financial
markets was issued in October 2024. In terms of risk management of FMIs the CPMI's main
priorities in this area include the continuation of the work on FMIs’ resilience and recovery including
FMIs' practices for non-default losses; central counterparty margining practices in centrally cleared
markets; and foreign exchange (FX) settlement risk reduction. In the payments space, the CPMI’s
priorities include developing governance and oversight considerations relevant to the interlinking of
fast payment systems and recommendations for technical standards (such as ISO 20022 and APIs)
that can help enhance cross-border payments.

Basel Committee

Whilst the Basel Il reforms helped shield the banking sector and the real economy from a more
severe crisis in 2023 the implementation of the outstanding Basel standards has been uneven
across jurisdictions.

Members of the Basel Committee have recently reaffirmed unanimously their commitment to
implementing the outstanding Basel Il standards. Whether this continues remains to be seen in
2025. From an EU perspective there have been calls for the bloc to stay on track to implement the
final elements of the Basel Il framework. For example, at a previous European Central Bank (ECB)
conference, the ECB’s chair, Claudia Buch, warned that watering down the Basel rules would be “self-
defeating”. Already unpopular among United States’ banks for the high capital levels proposed under
the regime, the so-called “Basel Il Endgame” may be a contender for watering down following
Donald Trump’s Presidential election victory. In the UK, HM Treasury has already announced that it
would be delaying the implementation of Basel 3.1 to January 1, 2027 in order to allow more time for
greater clarity to emerge about the United States’ plans.

26



European London
Venues & Energy
Intermediaries Brokers'
Association Association

FATF

On October 29, 2024 the Financial Action Task Force (FATF) published the outcomes of its latest
plenary and the key points from this meeting included removing Senegal from its increased
monitoring and adding Algeria, Angola, Cote d'lvoire and Lebanon to the list of jurisdictions subject
to increased monitoring. The FATF also discussed in the plenary changes to standards related to
cross-border payment systems and commenced a project to review its processes to ensure that
countries do not misuse the FATF requirements to restrict the activities of non-profit organizations.
FATF also issued a public consultation on proposed changes to its standards on anti-money
laundering / countering the financing of terrorism (AML/CTF) and financial inclusion. The revisions
focused on Recommendation 1 and its Interpretive Note (assessing risks and applying a risk-based
approach), with corresponding changes to Recommendations 10 (customer due diligence) and 15
(new technologies) and related Glossary definitions. The deadline for comments on the consultation
was December 6, 2024 and final revisions are expected in 2025.

In 2025 the FATF is expected to conduct its usual mutual evaluations in the following countries:
Malaysia, Belgium, Singapore, Austria, Italy, Canada and Turkey. The next plenary session is expected
in February 17 to 21, 2025.

Global Foreign Exchange Committee

In December 2024 the Global Foreign Exchange Committee (GFXC) considered the final version of
the amendments to the FX Global Code. The updated version of the Code was finalised in December
and published in January 2025. The GFXC Working Groups’ plans for 2025 will include an analysis of
the FX settlement risk data from the 2025 BIS Triennial Central Bank Survey

United Kingdom Introduction In this section we look at key regulatory topics for 2025 that will have a
significant impact on institutions operating in the UK financial services space. We have not
attempted to list every single reform expected this year but rather pick out the top reforms in both
the wholesale and retail space, as well as the key regulatory enforcement developments to be aware
of. Wholesale / markets In the markets space, we begin the year with a lot of change already
underway and the promise of plenty more to come as 2025 progresses. We would highlight the
following five reforms to look out for. Crypto regulation starting to take shape Following the updates
published by the Government and the Financial Conduct Authority (FCA) in late 2024 on their
approach to regulating cryptoassets, we are expecting to see draft legislation in early 2025 setting
out exactly what will be regulated, followed by various publications from the FCA on its proposals for
specific areas of cryptoassets. We already have something to get our teeth into with the FCA's
discussion paper (DP24/4) on the proposed admissions and disclosure regime and the crypto
market abuse regime. We have also had confirmation, in the form of a statutory instrument, that
cryptoasset staking services will not be treated as a collective investment scheme, providing some
welcome certainty for firms. The first half of the year should bring a consultation on stablecoins,
custody and prudential rules relating to crypto, with the second half following up with a consultation
on systems and controls, the Consumer Duty, complaints, conduct of business and governance. This
will prepare the FCA to make final rules in 2026 and enable the authorisation regime to start.
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Meanwhile, we look forward to seeing the progress of the first two participants in the Digital
Securities Sandbox and the continuing focus on tokenisation, including digital gilts. From an
enforcement perspective, we expect to continue to see activity in this area with the FCA focussed on
the need for strong financial crime controls given the money laundering risks associated with crypto.
New market infrastructures 2025 really is the year for new UK market infrastructures (and
acronyms). At the forefront is PISCES: the Private Intermittent Securities and Capital Exchange
System. HM Treasury is due to publish the final legislation in May, to be followed by the rules the
FCA will make off the back of the consultation that it launched in December. With a fair wind, we
could see one or more PISCES operators starting to operate their secondary markets under the new
PISCES sandbox regime by the end of the year. Many of the same issues are relevant to the new
regime for public offer platforms (or “POPs”) — primary markets designed to help companies make
public offers of securities to investors — so it will be interesting to see the FCA's feedback to its July
2024 consultation on this. Transparency and transaction reporting The Wholesale Markets Review
work continues. Various significant changes to the bond transparency regime will take effect on
December 1, 2025 paving the way for the bond consolidated tape provider (CTP) to go live after that.
It will be interesting to witness the tender process that will be used to select the CTP as it is unusual
to have such single provider structures in UK financial services; tender documents for this are due to
be published by January 31, 2025. The FCA will also be considering the responses received to its
discussion paper on the systematic internaliser regime (published as part of PS24/14), which closed
on January 10, 2025, and to its discussion paper on improving the transaction reporting regime
which closes in February. We are also expecting FCA engagement on design options for the shape
of a potential equities CTP early in 2025 and a consultation paper later in the year.

Commodities

The picture is slightly less clear on the commodities front with a lot of the recent activity being in the
EU. However, various developments are clearly afoot in the UK, with the FCA having confirmed in
May 2024 that it would work with HM Treasury and market participants to develop an approach to
reforming the commodity derivatives regulatory framework that reflects the conclusions of the
Wholesale Markets Review while taking account of concerns raised by industry in response to its
December 2023 consultation on the topic. We assume that we will hear more about both the
planned position limit changes and the future of the ancillary activity exemption in the UK in due
course. The I0OSCO recommendations on some of the Commodity Derivatives Markets Principles
may also provide some signposting. Operational resilience 2025 is also a big year for operational
resilience. The final rules for critical third party providers took effect on January 1, 2025 although the
new regime will only apply to such a provider once it has been designated as critical and the
designation order has come into force and even then, certain requirements are subject to a
transitional period. Then we have the EU’s Digital Operational Resilience Act (DORA), which came
into force on January 17,2025 and the end of the transitional period for full compliance with the UK
operational resilience rules on March 31, 2025. The FCA is also consulting on new requirements for
firms to submit standardised reports on operational incidents that breach certain thresholds and on
certain firms making notifications and keeping registers of material third party outsourcing and non-
outsourcing arrangements. The Bank of England and the Prudential Regulation Authority have both
also launched consultations on operational resilience and third parties, with all three consultations
remaining open until mid-March 2025. In terms of enforcement in this area, we have previously seen
the regulators take action in connection with IT and cyber incidents and expect them to be
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continuing to watch closely where business disruption occurs — firms should look to learn lessons
from previous cases, in particular with regards to the role of senior management.

Operational incident reporting

Of cross-sectoral application, firms across the retail and consumer landscape (including APIs) will
need to embed proposals on operational incident reporting. The proposals contain some major
changes to the ways firms will need to respond to major operational incidents, including their
engagement with the FCA. If introduced as consulted upon, firms will need to develop a new
discipline and methodology to determine their operational incident reporting obligations which goes
well beyond the traditional Principle 11 approach. Firms will have some critical questions as to the
scope and application of the proposals, even with the helpful case studies (clearly based around
recent, high-profile incidents). Many will also have already clocked that these proposals have
introduced a new concept of ‘intolerable consumer harm’, which will need to work through the
implications in order to ensure that direct and indirect impacts are properly understood, and that
new frameworks are able to dynamically respond as events emerge. For those firms operating in
Europe too there is also the problem of dealing with the Digital Operational Resilience Act, DORA,
which came into force on January 17, 2025. Whilst there are some similarities between the UK and
EU regimes there are important differences.

Enforcement

In November, the government published general guidance on the new failure to prevent fraud offence
under the Economic Crime and Corporate Transparency Act 2023 and has confirmed that this
offence will come into effect on September 1, 2025, with firms now having less than eight months to
assess, enhance, and/or implement reasonable and proportionate policies, procedures, and systems
and controls to detect and prevent a wide range of fraud offences

European Union

The current European Commission (Commission) has been in place since December 1, 2024 and
has not yet published indicative planning of what legislative initiatives it intends to publish over the
course of 2025. However, there are a number of legislative reviews that have already been
announced:

* Review of the Securitisation Regulation: The Commission is reviewing the current EU securitisation
framework following a statement by the Eurogroup in March 2024, which asked for a relaunch of the
European securitisation market In October 2024. The Commission published a targeted consultation
paper on the effectiveness of the current EU securitisation framework, which was introduced in
2019. The aim of the framework was to promote an EU securitisation market that creates a right
balance between providing opportunity for the markets and retaining financial stability. The
Commission is expected to publish a legislative proposal to review the securitisation framework in
Spring 2025.

« Review of Sustainable Finance Disclosure Regulation (SFDR): Following the application of the
SFDR, the Commission held a public consultation in the final quarter of 2023 to review the
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framework. The review came following a number of issues raised by stakeholders on the legal
certainty and usability of the framework, as well as greenwashing risks. The Commission is
expected to publish a legislative proposal to review the SFDR framework in Spring 2025.

* Non-bank financial intermediation: In May 2024, the Commission published a targeted consultation
on macroprudential policies for non-bank financial intermediation. Among other things, the
consultation looks at the possible repurposing or review of existing macroprudential and reporting
tools and the possible introduction of new macroprudential tools. Following the closing of the
consultation on November 22, 2024 the Commission may issue a legislative proposal on this issue
sometime in 2025.

- Simplification of reporting frameworks: The Commission is planning to publish a proposal for an
Omnibus Directive amending the Corporate Sustainability Reporting Directive (CSRD), the Corporate
Sustainability Due Diligence Directive and the EU Taxonomy Regulation. The proposal’s aim would be
to ensure that the three frameworks are interoperable. In addition, and in line with criticism from the
industry, the Commission intends to use the proposal to simplify the regime and reduce the
administrative burden on businesses. The legislative proposal is expected on February 26, 2025.
Existing legislative initiatives Besides the new initiatives listed above, the EU co-legislators will
continue their work on existing legislative initiatives. These include:

* The Payment Services Package: Issued in the Summer of 2023, this legislative package includes a
new proposed Directive, PSD3, which amends the existing Payment Services Directive 2 (PSD2) and
a proposed Regulation, the Payment Services Regulation (PSR). In addition, the package includes a
proposed Regulation on a Framework for Financial Data Access (FIDAR). As both the Council and
the European Parliament have adopted their respective positions on FIDAR, the negotiations on this
file will enter into trilogue phase in the beginning of 2025, whereby the Commission and the co-
legislators will negotiate a compromise text. The Council negotiations on PSD3 and PSR remain
ongoing and are expected to continue over the first half of 2025. The European Parliament already
adopted its position on these two proposals.

+ Benchmarks Regulation (BMR) review: Just before the end of 2024, the Commission, European
Parliament and the Council reached a trilogue compromise on the review of the BMR. The BMR
framework will be amended by, among other things, limiting its scope of application to significant
and critical benchmarks, EU Paris-aligned benchmarks, EU Climate Transition benchmarks, and
certain commodity benchmarks. Other amendments will be made with regard to the use of third-
country benchmarks in the EU, and certain reporting requirements. Following the trilogue
compromise, the final text will need to be formally adopted in the European Parliament and Council
before it can be published in the EU Official Journal. The amendments to the BMR framework are
expected to apply from January 1, 2026.

- Retail investment strategy (RIS): The RIS legislative package, which was proposed by the
Commission in May 2023 with the aim of empowering retail investors to take more informed
investment decisions that would better correspond to their investment needs and objectives,
remains in trilogue phase. Considering the level of contentiousness in the trilogue negotiations on
the level of ambition of the RIS, negotiations are expected to continue throughout the first half of
2025.
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Level 2 measures

Meanwhile, the European Securities and Markets Authority (ESMA) and the Commission will be
undertaking work on the development and adoption of regulatory standards detailing new and
updated regulatory frameworks. This work includes amendments to MiFIR level two measures on
post-trade transparency, and the detailed rules on the consolidated tape providers (CTPs), as well as
the selection of these CTPs: on January 3, 2025, ESMA launched the selection procedure for a bonds
CTPR and intends to decide on its selection by July. In June 2025, ESMA will commence the selection
procedure for the equities CTP.

In addition, following the entry into force of the EMIR clearing review on December 24, 2024, ESMA
and the Commission will undertake work on the adoption of technical standards under the EMIR
framework. This will include the adoption of rules detailing the new EMIR active account
requirement, on which ESMA is consulting until January 27, 2025.

Euroclearing

The Commission is proposing to give London’s three clearinghouses until the end of June 2028 to
offer services to banks and other investors in the bloc. An existing access arrangement was due to
expire on June 30, 2025. The EU initially granted the UK a three-year transition period but has since
agreed reforms aimed at moving more of the business to the continent (the European Markets
Infrastructure 3).

AML

As part of the efforts to harmonise the existing fragmented EU system, on June 19, 2024 the new EU
AML/CFT regime was published in the Official Journal of the EU (OJ). In essence the new regime
comprises two key components, a new EU AML/CTF authority and an EU Single AML/CTF Rulebook.
The EU legislation implementing the new EU AML/CTF authority is a Regulation, Regulation (EU)
2024/1620 establishing the Authority for Anti-Money Laundering and Countering the Financing of
Terrorism (AMLA) and amending Regulations (EU) No 1093/2010, (EU) No 1094/2010 and (EU) No
1095/2010 (AMLA Regulation).

Two pieces of legislation implement the EU Single AML/ CTF Rulebook.

The first is a new Regulation, Regulation (EU) 2024/1624 on the prevention of the use of the financial
system for the purposes of money laundering or terrorist financing (AML Regulation).

The second is a Directive, Directive (EU) 2024/1640 on the mechanisms to be put in place by
Member States for the prevention of the use of the financial system for the purposes of money
laundering or terrorist financing, amending Directive (EU) 2019/1937, and amending and repealing
Directive (EU) 2015/849 (MLD 6). A key point to note about the new legislation is that, for the first
time, the EU's AML/CTF regime is being partly prescribed by Regulations which are directly
applicable in Member States. In addition, the EU has never previously had a dedicated AML/CTF
authority
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In terms of timing:

- The AMLA Regulation entered into force on June 26, 2024 and applies from July 1, 2025 except for
Articles 1, 4, 49, 53 to 55, 57 t0 66, 68 to 71, 100, 101 and 107, which applied from June 26, 2024 and
Article 103, which applies from December 31, 2025.

« The AML Regulation entered into force on July 9, 2024 and applies from July 10, 2027 except in
relation to ‘obliged entities’ referred to in Article 3(3)(n) and (o), to which it will apply from July 10,
2029.

+ The AMLD 6 also entered into force on July 9, 2024 and Member States are required to bring into
force the laws, regulations and administrative provisions necessary to comply with it by July 10,
2027. By way of derogation from this, Member States are to bring into force provisions necessary to
comply with Article 74 by July 10, 2025, with Articles 11,12, 13 and 15 by July 10, 2026 and with
Article 18 by July 10, 2029.

Whilst the new EU AML/CTF regime will not come into immediate effect there are steps that firms
should consider in 2025 in order to prepare. This includes reviewing the AML Regulation and the
MLD 6 and see how they compare with the MLD 4.

MiCAR

As regards the Regulation in markets in crypto-assets (MiCAR) there are still a number of delegated
acts and guidelines that are still outstanding, and we expect to see them in 2025.

Most importantly though, throughout 2025 we will see a continuous roll out of MiCAR's rules, in
particular as the majority of Member States opted to make use of its transitional provisions. By way
of reminder, MiCAR allows Member States to apply a transitional period for crypto-asset service
providers (CASPs) that provided their services in accordance with applicable national law before
December 30, 2024. The maximum duration of such transitional period is 18 months, i.e. until July 1,
2026. In accordance with a list published by ESMA, the following Member States opted for
transitional periods resulting in MiCAR becoming applicable to CASPs in the course of 2025:

- five months (May 31, 2025): Lithuania

- six months (June 30, 2025): Latvia, Hungary, Poland, Slovenia, Finland, Netherlands

- nine months (September 30, 2025): Sweden

- 12 months (December 31, 2025): Austria, Bulgaria, Ireland, Greece, Slovakia, Spain, Italy (but to be
able to benefit from the grandfathering period in Italy, applicant CASPs must have applied before

December 30, 2024)

DORA
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The Digital Operational Resilience Act (DORA) came into force on January 17, 2025. One of the
immediate and key requirements under DORA is the reporting of ICT-related incidents, which entities
must begin doing. Additionally, in-scope entities will need to submit detailed information registers to
regulators in early Q1 2025. On January 22, 2025 the European Supervisory Authorities (ESAS)
issued guidance on the definition of ICT services under DORA which provides clarity on the
distinction between the ICT services and financial services which has caused problems for industry.
In particular, it confirms that where such regulated financial services entail an ICT component, they
should still be considered financial and not ICT services, and regardless of whether the services are
provided by an EU-regulated financial entity or a third-country one. Several technical standards under
DORA remain outstanding and these are expected this year plus the ESAs are expected to publish an
updated reporting technical package including updated data point model, taxonomy and validation
rules.

France

Key EU measures France, like any other EU Member State had to deal with a number of important
new EU measures in 2024 and in 2025 firms will continue their work coming with grips with the new
regulatory requirements. For example:

* MiCAR is a key development in Europe and represents a pivotal moment for CASPs in the region.
MICAR has a transitional regime intended to bridge the gap between existing Member State
frameworks and its full implementation by December 30, 2025. The French regulator, the Autorité
des marchés financiers (AMF) has been proactive in its approach to MiCAR and has outlined a clear
timeline for compliance. In France, CASPs who can demonstrate that they were providing services in
compliance with applicable national law before December 30, 2024 may continue operating for a
maximum of 18 months, until July 1, 2026. This provision applies until they are either granted or
refused authorisation under MiCAR, whichever occurs first. Once authorised under MiCAR, CASPs
will benefit from the European passport.

- DORA went into effect in Member States on January 17, 2025 setting out a digital operational
resilience framework for a wide range of financial entities. DORA marks a turning point, from
operational risk to operational resilience (i.e., the supervisor will no longer look as much at capital as
at the concrete ability to cope with incidents). However, some of DORA's technical standards, which
fill in the details of the legislation, have not yet been finalised.

+ EU Al Act was passed in June 2024 and applies to all financial institutions using Al technologies, as
well as third party vendors. In 2025 the ESAs will supervise the governance and risk management
rules related to Al compliance. The entire French financial sector is fully aware of the challenges and
revolution associated with Al and is actively working to ensure compliance with these new
requirements.

ESG

Implementation of the SFDR began in 2024 and in May the ESAs urged Member State authorities to
act against non-compliance and notably in France the AMF imposed its first fine. Further action from
the AMF is expected this year not least because in 2024 the regulator completed spot inspections on
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five asset managers and found that none of them were in full compliance with the SFDR at entity or
fund level. At the time the AMF warned that it will step up its enforcement against asset managers
who fail to comply with recommendations on compliance with the SFDR and it is reported that
investigations and requests for remediation are underway. Thus, the AMF stated in a publication
regarding its action priorities for the coming year and beyond that it intends to continue its efforts to
clarify and simplify the SFDR in order to support and enable asset managers to better comply with
these requirements.

The CSRD was transposed into French law by an Order of December 6, 2023 on the publication and
certification of information on sustainability, and on the environmental, social and corporate
governance obligations of commercial companies and Decree No. 2023-1394 of December 30,
2023. The decree has been amended twice, in January and February 2024.

The European Sustainability Reporting Standards defined by Delegated Regulation 2023/2772 are
directly applicable to companies. In terms of implementation, companies that were subject to the EU
Non-Financial Reporting Directive (NRFD) were required to comply for financial years starting on or
after January 1, 2024 and large EU undertakings that are not currently subject to the NFRD, that is,
other large undertakings and other parent undertakings of large groups must comply for financial
years starting on or after January 1, 2025. The remaining in-scope EU entities must comply for
financial years starting on or after January 1, 2026.

In December 2024, the AMF issued a report providing an overview of the examinations of listed
companies’ non-financial statements (NFS) carried out between 2023 and 2024. A key message
from the AMF was the need for companies to make progress in terms of their sustainability
reporting and that large companies were invited to focus their efforts during the first financial year
on the materiality assessment, the structure and scope of the sustainability statement and on the
taxonomy disclosures, in line with ESMA's 2024 European Common Enforcement Priorities. Once
again, the AMF emphasised that reporting can be subject to substantial improvements, particularly
regarding clarity, and intends to support companies in this task. The AMF also announced in late
December 2024 that it was applying ESMA's guidelines on funds’ names using ESG or sustainability-
related terms. The guidelines have been in force since November 21, 2024 for new funds and will be
applicable from May 21, 2025 for existing funds.

EMIR

The European Markets Infrastructure Regulation 3 (EMIR 3) entered into force on December 24,
2024 and the Commission will undertake work on the adoption of technical standards under the
EMIR framework including the rules detailing the new EMIR active account requirement, on which
ESMA is consulting until January 27, 2025. Notwithstanding, a couple of days before EMIR 3 entered
into force, the AMF specified the notification procedures related to the obligation to hold an active
account in accordance with Article 7a(1) of EMIR.

Basel

The legislative package transposing the final Basel lll reforms into EU law comprise of a regulation
(Regulation 2024/1623), known as the Capital Requirements Regulation Ill (CRR IIl), and a directive
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(Directive (EU) 2024/1619), known as the Capital Requirements Directive VI (CRD VI). Most of the
provisions of CRR Il apply from January 1, 2025. As regards the rules for calculating capital
requirements for market risk (also known as the ‘Fundamental Review of the Trading Book' or
‘FRTB’), on July 24, 2024 the Commission adopted a delegated regulation postponing the date of
application of the law in the EU by one year, to January 1, 2026. The postponement takes into
account the competitive nature of these activities and the delay in implementing these requirements
in the main countries with a large number of banks operating internationally. CRD VI will introduce
new requirements for non-EU entities wishing to provide cross-border banking services. These
entities will need to determine whether to establish a branch or a subsidiary in a Member State. This
harmonization project will impact the French banking monopoly, it is currently necessary to apply for
a banking license from the French banking supervisor (L’Autorité de contrdle prudentiel et de
resolution, ACPR) i.e. certain exemptions set forth in CRD VI are not provided under French law and
others may need adjustments. France is likely to amend its provisions to align with the requirements
of CRD VI. This may lead to substantial debates.

Germany

Risk focus In its recent report “Risks in BaFin's Focus 2025, BaFin states that overall, the financial
system proved to be stable in 2024, although companies in the financial sector have had to deal with
the challenges of a changing interest rate environment, and most of them have coped well with this.
However, 2025 could be more challenging, since the economy weakened, and geopolitical conflicts
increased. Economic risks could place an even greater burden on banks’ loan books and insurers'’
investment portfolios, which challenges are compounded by growing political uncertainty and the
increasingly digital nature of geopolitical tensions and conflicts.

The number of government-initiated cyberattacks on critical infrastructure companies, including
companies in the financial industry, is rising. Such attacks can seriously jeopardize financial stability,
in part because companies in the financial sector are increasingly outsourcing IT services — and are
relying on only a small number of service providers. Companies must, therefore, prepare themselves
for risky dependencies and increasing market concentration. In its report, BaFin names the following
six risks that are most capable of jeopardizing the financial stability or the integrity of the financial
markets in Germany:

1. Risks arising from corrections on the real estate markets

The commercial and residential real estate markets have been under pressure since mid-2022.
Some commercial real estate risks have materialised. In some cases, this has resulted in
considerable value adjustments and write-downs on exposures at certain banks and insurers. In
2024, weak economic growth, high interest rates, high construction costs and persistently high core
inflation placed a burden on the German commercial real estate market. The strained situation on
the German commercial real estate market, which includes commercial residential real estate,
persisted in 2024. This was increasingly evident in the rising numbers of non-performing loans
(NPLs) at German banks, at both significant institutions (Sls) and less significant institutions (LSIs).
Banks that are focused on financing commercial real estate are therefore exposed to increased risk
due to their specific business models. The main risks for banks are posed by a combination of loan
defaults and decreases in the value of collateral, and that applies especially to follow-up financing of
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(existing) loans. This affects also insurers’ commercial real estate exposure which has increased
slightly in recent years — particularly in portfolios held indirectly via real estate funds. However, from
BaFin's perspective, the overall risk appears to be manageable for the insurance industry. BaFin is
closely monitoring the risk situation on the real estate markets using the relevant data for
macroprudential purposes and will react to changes in financial stability risks if necessary.

2. Risks arising from significant corrections on the international financial markets

According to BaFin, various developments, especially if they arise in combination, could lead to
corrections on the financial markets in 2025: rising geopolitical tensions and political uncertainties,
the high sovereign debt ratios of many industrialised nations and the development of inflation and
economic growth. The temporary slumps in August 2024 that were triggered by a slight increase in
key interest rates by the Bank of Japan in combination with labour market data from the US show
that the market is highly volatile, especially when high volumes are held and a herd instinct (even if
irrational) sets in among investors. The severity of the market turbulence that resulted from the
unwinding of carry trades also suggests that some of the investments based on this investment
structure are highly leveraged, which further increases volatility. The high level of sovereign debt in
many countries also harbours risks for the global financial system. Interest rate hikes in recent years
have resulted in an increased default risk and reduced credit ratings of highly indebted countries, as
reflected on the markets in the rising risk premiums on government bonds. This also affected
individual eurozone countries in 2024. In a worst-case scenario, considerable distortions on the bond
and stock markets could arise. The German financial system and the real economy could then
potentially be affected by contagion effects. BaFin identifies regulated companies with high and
risky exposures that are strongly dependent on financial markets. BaFin assesses the risk of such
exposures and closely supervises the invested companies, if necessary.

3. Risks arising from corporate loan defaults

In 2024, the economic situation in Germany remained challenging. According to Bundesbank
President Joachim Nagel, the German economy is not only struggling with persistent economic
headwinds, but also with structural problems. In view of the weak economic situation, there is a
danger that the share of non-performing loans will increase.

In 2024, geopolitical conflicts repeatedly had an impact on supply chains. While the acute risk of an
energy crisis has been averted, the industry simultaneously underwent a structural change primarily
towards a climate-neutral economy — in addition to changes in international trade relations. These
developments are likely to remain relevant in 2025.

In 2024, increasingly protectionist and isolationist tendencies could be observed worldwide. In
particular, an intensification of the trade dispute between the US and China would have considerable
direct and indirect consequences for the global economy, but especially for Europe. The import
tariffs on German and EU goods announced by the incoming US government would likewise have a
direct impact on the economy. There is therefore an increased risk that companies will partially or
completely default on their loans.
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A countercyclical capital buffer has been in place for all domestic risk positions since February 2023.
This was introduced by BaFin in 2022.

4. Risks arising from cyber incidents with serious consequences

The global threat of accidental or malicious cyber incidents is very high and is continuing to rise.
This is due to advancing digitalisation, which is increasing the attack surface, as well as geopolitical
tensions that are increasingly spilling over into cyberspace and affecting critical infrastructures.
Such incidents can occur at the regulated entities themselves, but also at insourcers. Cyber
incidents affecting the financial market or infrastructures can significantly impair the functioning of
the financial system and even lead to systemic crises, e.g., if multiple companies are simultaneously
affected.

An inaccessibility of critical systems and functions, breaches of data confidentiality and high
financial losses can damage trust and the reputation of the financial industry in the eyes of investors
and consumers, which may trigger financial crises at the companies affected and undermine
confidence in financial stability as a whole. This may lead to bank runs or other liquidity outflows.

Attacks can be financially or politically motivated. Government-initiated attacks are becoming more
prominent. As part of critical infrastructure, companies in the financial sector are also increasingly
the focus of such attacks. However, Operational IT incidents at financial companies or their service
providers are still far more common than successful cyberattacks. Such incidents are usually
caused by unintentional errors, for example in software or processes, e.g., the most prominent
incident of 2024 at US company CrowdStrike was due to a faulty update to an IT security tool.

As set out in DORA, BaFin has been established as the reporting hub for ICT-related incidents for the
German financial sector. From 2025 onwards, BaFin will gradually implement the Systemic Cyber
Incident Coordination Framework (EU-SCICF) together with other regulators as well as EBA, ESMA
and EIOPA.

5. Risks arising from inadequate money laundering prevention

The risk of financial market players being misused for money laundering and terrorist financing
purposes is still high, also due to the geopolitical environment. The risk of terrorist financing has
again increased amid the world's current crises. A major challenge in the prevention of terrorist
financing is that funds often originate from legal sources and then flow into criminal networks.
Obliged entities must take specific precautions to prevent this from happening.

In practice, it has been shown that companies that fail to differentiate in this respect either do not
take the risks of terrorist financing into account at all or do not address them adequately. Among
other things, it is important to carefully scrutinise transactions and the use of funds.

There are certain regulated business models that harbour a particularly high risk of money

laundering and terrorist financing, e.g., “loan fronting”, where a credit institution grants loans on
behalf of third parties. In many cases, the money does not come from the bank itself, but from
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investors. The risk of money laundering and terrorist financing is particularly high if such investors
are unknown.

Technological innovations in the financial market may increase the risk of money laundering. This is
the case, for example, with crypto assets: they are challenging to handle and can be structured in
many ways, making transparency more difficult. Relevant requirements are set out in the revised
European Funds Transfer Regulation, which has replaced the previous German legislation.

BaFin will continue working to ensure that obliged entities improve their transaction monitoring and
data analysis. It will be analysing banks and payment institutions in particular to determine the
extent of their risk of being misused for terrorist financing. BaFin will conduct an analysis regarding
the management of business models that are particularly critical in terms of money laundering,
focusing in particular on the topic of payment methods.

6. Risks arising from market concentration due to the outsourcing of IT services

Companies within the financial sector are outsourcing more and more IT services to specialised
providers. Outsourcings to cloud service providers in particular have become increasingly relevant.
Outsourcings give rise to increasing interconnectedness and thus to concentration risks, which can
make the financial sector more vulnerable. This is particularly true when a small number of
specialised IT service providers offer their services to a large number of companies in the financial
sector.

Due to this concentration on a small number of providers, even individual disruptions can have a
serious impact on the financial sector. This would be especially problematic if it were to affect
critical processes on which the companies of the financial sector depend, as it would restrict their
ability to operate. This can go so far as to render companies in the financial sector temporarily or
permanently unable to use these services.

In addition, concentration risks can arise when service providers subcontract outsourced activities
and processes to a chain of further service providers. The outsourcing companies of the financial
sector are often unaware of the resulting dependencies and risks and, therefore, hardly able to take
any countermeasures. Additional risks arise if market-leading service providers concentrate their
activities on particular industries or regions, for example, if sanctions are imposed against a country,
protectionist measures are taken by a country or there is political unrest in a region.

BaFin will continue to analyse which activities and processes companies of the financial sector have
outsourced and to which service providers these outsourcings have been made. To this end, BaFin
will also use the financial entities’ registers of information regarding all ICT contracts for its
analyses. In 2025, based on its analyses of interconnections, BaFin will be implementing more
monitoring measures for multi-client service providers operating across the sector.

Digitalisation, sustainability and geopolitical turmoil

Digitalisation Companies in the financial sector are increasingly using artificial intelligence (Al),
especially generative Al, along the entire value chain. Common applications include GPT-based
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internal chatbots for employees, Al systems for the preparation of documents and Al assistance
systems for developers (coding). Banks and insurers are already using more traditional forms of Al
and machine learning (ML) to detect money laundering and fraud as well as in back-office
processes. Risks to financial stability may arise from new dependencies on third parties, such as
large cloud and Al model providers, due to a strong market concentration on a small number of
providers. Furthermore, Al could give rise to herd behaviour. The general use of the same Al
information processing and automated trading strategies ,ay result in a very large number of market
participants behaving in a similar way.

BaFin will analyse the supervised entities’ current practices and plans for dealing with Al and ML. On
this basis, it will communicate its updated expectations and assess the risks associated with the
use of these technologies.

Sustainability

ESG risks will continue to be addressed by BaFin in supervisory interviews and there will be more
special inspections. BaFin will focus in particular on how supervised entities deal with physical risks
arising from the specific impact of climatic changes, such as extreme weather events, which are
showing an upward trend. These risks give rise to enormous financial losses and personal injuries
and can have an impact on banks’ loan portfolios or insurers’ loss amounts.

BaFin has intensively analysed physical risks on the German financial market, inter alia, by analysing
selected banks and insurers that are particularly at risk due to extreme weather, supply chain
dependency or concentrated credit and market risks. Challenges include the integration and
processing of more granular data on physical climate risks. Banks and insurers have to draw on
several sources of information in order to assess individual natural hazards.

Greenwashing can damage trust in a functioning market. The risk of greenwashing is still high
because there are as yet no clear definitions for sustainability characteristics. From BaFin's
perspective, the information published regarding the sustainability impact of products and services
is not always easy enough to understand.

BaFin will continue to deal with physical risks in greater depth in 2025. Furthermore, BaFin will
analyse how selected supervised entities deal with physical and transition risks in their risk inventory.
BaFin will also examine how it can make even greater use of its powers under prospectus law to
prevent greenwashing. BaFin will conduct analyses of climate risks in the real estate sector.

Geopolitical turmoil

The current economic, political and military tensions are giving rise to significant economic costs,
such as higher energy prices and supply chain problems due, for example, to sanctions. Geopolitical
upheavals can have far-reaching effects on the entire financial system. From BaFin's perspective, the
German financial system is highly vulnerable to geopolitical shocks, because of Germany’s strong
international trade links or the high international interconnectedness of the financial sector itself.
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For some years now, geopolitical conflicts have been increasingly shifting to cyberspace, with a
growing number of state-initiated attacks. The financial sector, other companies and critical
infrastructure such as energy utilities were repeatedly targeted by cyberattacks worldwide in 2024.
Another means of exerting pressure geopolitically would be for state players to increasingly assert
influence over cloud infrastructure providers and payment service providers. There is a risk that
these services would no longer be available if a conflict were to escalate.

BaFin will continue to monitor the geopolitical situation and investigate the potential impacts on the
German economy alongside the knock-on effects on supervised entities.

Keeping a close eye on these banks

The stress test conducted by BaFin and Deutsche Bundesbank on less significant institutions (LSIs)
in Germany shows that they are generally well positioned. However, institutions with low equity
ratios that have furnished too few loan loss provisions up until now would be particularly at risk. In
the event of a significant economic downturn, BaFin estimates that a mid-double-digit number of
institutions would fall below the regulatory capital requirement. Such banks are expected to
strengthen their capital resources and not relinquish any strong positions unless truly necessary
given that the economic situation remains uncertain

Netherlands

Like France, Dutch firms are dealing with a number of EU initiatives including MiCAR, DORA and the
implementation of the final Basel Il reforms. In addition, the Dutch central bank, De Nederlandsche
Bank (DNB), has given firms some guidance regarding its supervisory priorities this year by
publishing its supervisory strategy for the next four years covering the period 2025 — 2028.

Geopolitical risks

DNB identifies three focus areas for supervision in the years ahead and this includes financial
institutions embedding geopolitical risks fully into their risk management, as geopolitical
developments can affect financial institutions through diverse and potentially mutually reinforcing
channels. DNB warns that geopolitical tensions have increased over the past few years and that
financial institutions should be alert and anticipate how geopolitical risks may give rise to financial
and non-financial risks. In addition, DNB has also called on financial institutions to maintain
adequate buffers and be prepared should geopolitical developments cause financial risks to
materialise. DNB will challenge institutions on how they identify geopolitical risks and manage them.

To assist firms DNB has recently published a document, Resilience in turbulent times — Geopolitical
risks and financial institutions. In this document DNB notes that to embed geopolitical risks
comprehensively in their risk management, financial institutions should be alert and anticipate how
such risks may give rise to financial and non-financial risks. To this end, stress tests should be
conducted that capture the impact of geopolitical risks. Such stress tests should be based on
extreme but plausible scenarios, such as a further escalation of the tensions between China and
Taiwan. This provides insight into whether institutions have sufficient buffers in terms of both
solvency and liquidity to cope with potential financial risks that may arise from geopolitical
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developments. In addition to stress tests, the DNB refers to targeted scenario analyses which
provide valuable insight into risks not captured by credit and market risk models as these are crucial
for identifying the controls needed to mitigate these risks. DNB gives the example that analysing a
situation in which operational activities in a specific jurisdiction are halted, for instance due to
sanctions, can assist in identifying operational vulnerabilities and potential risks to business models.

DNB also calls on financial institutions to focus on cyber resilience and sanctions compliance. DORA
introduces more rigorous standards for the management of IT and cyber risks throughout the
outsourcing chain and for institutions’ continuity measures. Together with the Dutch Authority for
the Financial Markets (AFM), DNB will be monitoring financial institutions’ compliance with DORA.
DNB also notes that despite improvements, a significant number of financial institutions still need to
make serious efforts to bring sanctions compliance to the required level of maturity. In particular, it
adds that closer attention needs to be paid to the detection to sanctions circumvention, screening
for dual-use goods (which have both military and civilian applications) and the identification of a
firm's ultimate beneficial owners. These sanctions issues were also raised by the AFM in its Integrity
Supervision in Focus 2024 — 2025 document.

Innovation

Unlike the UK and some other countries the legal regime in the Netherlands does not provides for a
regulatory sandbox in which rules and regulations are temporarily suspended. Notwithstanding, DNB
will continue to accommodate innovation in the financial sector within the limits of the law. In
particular, DNB will keep on the lookout for developments in DLT as it feels that it may get a boost by
the framework created by MiCAR.

Customer due diligence and discrimination DNB has also cited that research has shown that groups
of citizens experience discrimination in their dealings with banks, most notably in the context of
customer due diligence and transaction analysis that banks must conduct under the Dutch
Prevention of Money Laundering and Financing of Terrorism Act (Wwft). DNB has warned that it is
important that customers are not discriminated against and that financial institutions can ensure
this by taking appropriate measures in areas such as detection, training and policies.

Similar to sanctions, customer due diligence, specifically the recording of customer due diligence
and inadequate monitoring of customer offboarding, was also covered in the AFM's Integrity
Supervision in Focus 2024 — 2025 document. Given this we expect customer due diligence to
remain a key theme in 2025.

DORA

In January 2025, the AFM issued its own update on what Dutch companies can expect from the
regulator regarding supervision under DORA. Like other areas, the reviews the AFM will carry out will
be either thematic or/and institution oriented. In a thematic review, it will look at several parties to
see whether the company concerned complies with a specific aspect of the regulations. In an
institution-oriented review, it will request a variety of documents related to ICT security from one
company. In addition, companies must report serious ICT incidents and any agreements with ICT
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service providers to the AFM. Financial undertakings have had access to the DORA page in the
AFM'’s portal since January 17, 2025.

The AFM will continue to look at firms’ implementation of DORA during 2025 particularly the
implementation projects of proprietary trading firms. These firms have already come under scrutiny
by the AFM with the regulator previously warning that such firms’ readiness for DORA varies greatly.

Outsourcing

It is expected that the AFM will be looking at how firms have implemented the 20 recommendations
for managing outsourcing risks that were issued in September 2024. In September the regulator
shared its findings following an assessment into the monitoring of outsourcing arrangements in the
asset management sector and issued recommendations for managing outsourcing risks on an
ongoing basis. The recommendations were issued on the basis that the AFM had found that
companies were using assumptions that led to insufficient management of outsourcing risks and
that specific situations were sometimes not handled properly, particularly outsourcing within the
group and ICT outsourcing.

UAE
Introduction Note that the UAE has the following regulators:

The Central Bank of the UAE (CBUAE) which is the federal banking regulator.

The Emirates Securities and Commodities Authority (SCA) which is the federal securities
regulator.

The Dubai Financial Services Authority (DFSA) which regulates the Dubai International
Financial Services Centre (DIFC).

The Financial Services Regulatory Authority (FSRA) which regulates the Abu Dhabi Global
Market (ADGM).

The Virtual Asset Regulatory Authority which regulates the Emirate of Dubai except for the
DIFC.

Crypto regulation continuing to evolve

The UAE has cemented itself as a key jurisdiction for the crypto industry. We expect regulators,
particularly the FSRA and VARA, to continue to evolve their regulations in a continued effort to attract
crypto business to their respective areas. We also expect that the DFSA, which has to date been
relatively cautious on the crypto industry, to open up their regulations to more crypto business.
However, in the DFSA's case, any opening is likely to be fairly measured.

Tokenisation

We expect that the FSRA and DFSA will have some level of industry engagement on tokenisation and
particularly real world asset tokenisation. We note that the UAE regulators are keen to attract novel
FinTech businesses to its jurisdiction and therefore any new regulations or guidance are likely be
welcoming in nature.
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AML

Although the UAE has recently come off the Financial Action Task Force Grey List, we expect that
AML will continue to be a key focus for all the UAE regulators. This is largely because the UAE is
expected to be subject to a mutual evaluation process in 2026. The UAE will want to demonstrate
that its AML regime is being implemented effectively. Therefore, we expect regulators to continue to
carry out AML related supervision and enforcement action.

New US administration

Newly elected President Trump has indicated that he expects to ‘loosen’ up regulation in the United
States. It remains to be seen what effect, if any, this will have on standards in the UAE. However, we
expect that the UAE regulators will keep a close on any US deregulation and its effect on the
country’'s competitive position in certain key sectors, including crypto regulation. The FSRA in
particular is likely to pay close attention to this given (1) it is a crypto friendly jurisdiction that is
seeking to attract more business and (2) the Emirate of Abu Dhabi in particular has styled itself as
the ‘capital of capital’ . It will therefore not want to lose any momentum it has created.

Hong Kong

Milestones The start of 2025 marks a number of regulatory milestones and some examples are set
out below.

Certain institutions should have implemented by December 31, 2024 the new measures that the
Hong Kong Monetary Authority (HKMA) introduced for enhancing online payment card transaction
security. From this date card-issuing authorized institutions must require customers with mobile
banking apps to authenticate online payment card transactions using a bound device by default,
instead of SMS OTPs. Any request to change this default method should be treated as high-risk, and
SMS OTPs should not be used for authentication in such cases. Card-issuing authorized institutions
should also assess individual circumstances for customers facing difficulties with bound-device
authentication and take appropriate actions, as well as conduct regular reviews of authentication
processes and controls.

The HKMA has also updated Supervisory Policy Manual (SPM) Module CA-D-1 Guideline on the
Application of the Banking (Disclosure) Rules, incorporating updates to facilitate implementation of
the Banking (Disclosure) (Amendments) Rules 2023 (BDAR). This took effect on January 1, 2025. In
addition, the HKMA issued a circular announcing that it was issuing and specifying a revised
package of standard disclosure templates and tables (with accompanying explanatory notes)
pursuant to sections 6(1)(ab) and 88(1)(b) of the BDAR. The revised package is intended to be used
by authorized institutions for making disclosures under the BDAR. The revised package mainly
reflects the capital standards in the Basel Il final reform package, featuring new templates and
tables, as well as revisions to the existing ones.

Another recently updated SPM came into effect on January 1, 2025. The updates to SPM Module
CA-G-1 on Overview of Capital Adequacy Regime for Locally Incorporated Authorized Institutions are
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intended to align Hong Kong with the latest capital standards, particularly those under the Basel Il
final reform package as outlined in the Banking (Capital) (Amendment) Rules 2023.

On January 1, 2025 the second phase of the enhancement measures of the Deposit Protection
Scheme (DPS) came into effect. The enhancement measures that came into effect include
enhanced coverage to affected depositors upon a bank merger or acquisition and a requirement that
scheme members display the DPS membership sign on their electronic banking platforms.

And finally, the HKMA is seeking comments on proposals to amend the Banking Ordinance (Cap.
155) (BO), the Financial Institutions (Resolution) Ordinance (Cap. 628) (FIRO) and the Hong Kong
Association of Banks Ordinance (Cap. 364) (HKABO). The proposed changes to the BO include
establishing a statutory regime for the regulation and supervision of designated locally incorporated
holding companies of locally incorporated authorized institutions, which are intended to give the
HKMA some flexibility to engage skilled persons, as well as introducing certain technical
amendments. The proposals amending the FIRO will introduce reference to the “public interest” as a
condition for initiating the resolution of a “within scope financial institution”. For the HKABO, the
proposed amendments are designed to streamline the process for modifying the composition of
elected members of the Consultative Council of the Hong Kong Association of Banks (HKAB) and
enable HKAB to conduct meetings. The deadline for comments on the proposals was January 28,
2025.

Operational resilience

As required by SPM Module OR-2, all banks in Hong Kong should have developed their operational
resilience frameworks by May 2023 and become fully resilient by May 2026. Banks in Hong Kong
have already developed relevant frameworks, which set out their critical operations, target tolerance
levels and severe scenarios, in line with the relevant HKMA guidance. The major banks have also
taken on board HKMA supervisory feedback to tighten their tolerance limits for disruption, in some
cases from a few days previously to within a few hours now, thus enhancing resilience and recovery
for critical operations that are important to the bank, its customers, and the banking sector. In 2025
banks will continue their mapping and scenario testing exercises in order to identify vulnerabilities
and dependencies of their critical operations, thereby facilitating effective remediation. Banks will be
expected to conduct self-assessments in order to gage their progress during the year and the HKMA
will continue its ongoing supervisory engagement.

Fintech

In 2021, the HKMA unveiled its “Fintech 2025" strategy to drive fintech development in Hong Kong
so that it becomes one of the world's leading global Fintech hubs. Building on this momentum, the
Fintech Promotion Roadmap was launched in 2023 to promote Fintech adoption in Hong Kong.

In line with this initiative in late December 2024 the HKMA announced the first set of projects for a
new ‘Generative Artificial Intelligence Sandbox’ . A total of 15 use cases, from 10 banks and four
technology partners have been selected as the inaugural participants in the GenA.l. Sandbox from
over 40 proposals received. The proposed use cases mainly revolve around enhancing risk
management, anti-fraud measures and customer experience. The selected participants will be
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gradually onboarded to a dedicated platform with technical trials expected to commence in early
2025 and continue through mid-2025. The HKMA plans to announce the application process for the
second cohort of the GenA.l. Sandbox by the end of Q1 2025. Initial insights and learnings from the
first cohort will be shared prior to the application deadline for the second cohort to facilitate
formulation of trial use cases.

Near the end of 2024 Hong Kong unveiled its draft Stablecoins Bill, a comprehensive framework for
regulating fiat-referenced stablecoin issuers in Hong Kong. The Bill generally aligns with the
consultation conclusions of the stablecoin regime (finalized July 2024) and solidifies the HKMA's
stablecoin sandbox initiative. The Bill provides for the licensing and supervision of stablecoin
activities, HKMA's investigatory and enforcement powers, and other related matters. The first
reading of the Bill was on December 18, 2024 following which it is expected that the Bill will pass
through the legislative process fairly quickly in 2025. More detailed licensing guidelines will be
released in due course during 2025.

OTC derivatives

In March 2024 the HKMA and the Securities and Futures Commission (SFC) jointly published a
consultation on mandating the use of Unique Transaction Identifier and Unique Product Identifier
and the reporting of Critical Data Elements. This was in line with the Group of Twenty's commitment
to reform OTC derivatives markets and was intended to facilitate the analysis of OTC derivatives
transactions by regulators. In September 2024, the HKMA and the SFC jointly published a
conclusions paper which reported that respondents generally supported the proposals. The
conclusions paper also set out a list of data elements subject to mandatory reporting and confirmed
the implementation of the proposals in September 2025.

Asset managers

In 2025 the SFC is expected to place greater emphasis on the supervision of asset managers per its
circular of October 2025 where it identified various deficiencies and substandard conduct in respect
of the management of private funds and discretionary accounts which had resulted in substantial
losses for investors. The SFC warned that this will involve “step[ping] up its disciplinary actions and
impos(ing] harsher penalties against similar or persistent misconduct”. We therefore expect that the
SFC will use a range of levers available to it to assess firms’ compliance (including off site
monitoring and on-site inspections) and will take enforcement action against both firms and
individuals (including fines, reprimands and seeking disqualification orders) as appropriate.

Directors and senior managers of firms have been put on notice to “critically review the areas of
concern” and “give priority to strengthening their supervisory and compliance programmes”. They are
advised to have an independent and objective audit conducted on their firms’ compliance. If they
have not already done so in early 2025 firms may wish to take the opportunity to assess not only the
robustness of their policies and procedures but the extent of compliance by staff, both with the spirit
of the Overarching Principles and the letter of the Fund Manager Code of Conduct (the fifth edition of
which was published in October 2024), the Code of Conduct for Persons Licensed by or Registered
with the SFC and the related Internal Control Guidelines as applicable.
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Green finance

In October 2024, the HKMA unveiled the Sustainable Finance Action Agenda with the intention of
solidifying Hong Kong's position as a leading sustainable finance hub in Asia. In December the Hong
Kong Government launched its sustainability disclosure roadmap, outlining a phased approach to
implementing new ESG reporting standards. The plan seeks to align Hong Kong's ESG reporting
standards with those of the International Financial Reporting Standards (IFRS) — Sustainability
Disclosure Standards (ISSB Standards) by 2028. From January 1, 2025, all main board issuers must
disclose under new climate requirements, based on IFRS S2 Climate-related Disclosures.

The Hong Kong Institute of Certified Public Accountants is creating local standards that will align
with the ISSB Standards. The Hong Kong Sustainability Disclosure Standards are set to take effect
on August 1, 2025. Financial Secretary Paul Chan has previously mentioned that the HKMA is
working on a taxonomy for sustainable finance, incorporating transition activities, with plans for a
public consultation in early 2025.

Singapore

Outsourcing Similar to a number of other regulators the Monetary Authority of Singapore (MAS) has
recently focussed on outsourcing and at the end of 2024 it produced a number of new requirements
that banks and other financial institutions will need to be mindful of in 2025. For example, MAS
issued ‘MAS Notice 658 Management of Outsourced Relevant Services for Banks’, setting out
requirements that a bank in Singapore has to comply with for the purposes of managing the risks
associated with the bank’s outsourced relevant services. MAS also published ‘Guidelines on
Outsourcing (Banks)', setting out its expectations of a bank or merchant bank that has entered into
or is planning to enter into, an arrangement for ongoing outsourcing relevant services. Banks are to
conduct a self-assessment of all existing outsourcing arrangements against these Guidelines. For
the non-bank sector MAS has issued ‘Guidelines on Outsourcing (Financial Institutions other than
Banks)’, setting out its expectations of an institution that has entered into any outsourcing
agreement or is planning to outsource its business activities to a service provider. This publication
amended the existing ‘Guidelines on Outsourcing’ to remove references to banks and merchant
banks, added an annex of ‘exempted outsourced services', and amended business continuity
management provisions for alignment with the revised ‘Guidelines on Business Continuity
Management'.

Fintech

In 2025 MAS will continue working with institutions to enhance their technology and operational
resilience. For example, MAS will be updating its Technology Risk Management (TRM) Notice to
incorporate insights from recent major IT disruptions. It will look to enhance resilience standards in
the capital markets, as well as across the wider financial sector. MAS' plan is to conduct a public
consultation on the proposed revisions to the TRM Notice in Q2 2025. MAS will also tap into its
newly established Cyber and Technology Resilience Experts Panel to advise it on strategies and
measures to enhance the technology and cyber resilience of Singapore’s financial sector. The
inaugural meeting is scheduled to take place in the first half of 2025. On the use of Al and GenAl
across the financial sector, MAS has started work on guidance on managing risks associated with Al
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models. The goal is to ensure that financial institutions, including those in the capital markets, are
using them effectively, sustainably, and responsibly. This will be published in early 2025. MAS and
the Association of Banks in Singapore (ABS) have announced that two new payments solutions will
be launched in mid-2025 to support the transition to e-payments for both corporate and retail
cheque users. These solutions will complement Singapore’s existing suite of e-payment methods
and allow corporates sufficient time to adopt the new solutions. MAS and ABS have also announced
a one-year extension of the deadline to cease processing of corporate cheques.

AML

In 2025, MAS will follow up an earlier consultation and introduce a new AML/CTF Notice for
organised market operators formed or incorporated in Singapore. This is due to MAS observing an
increasing trend where organised market operators are starting to allow investors who are not
regulated financial institutions to participate directly on organised markets. The new Notice will
require market operators to perform AML/CTF checks on such participants.

Basel Il reforms

Singapore is fully committed to implementing the final Basel lll reforms and MAS Circular PPD
08/2023 ‘Implementation timeline for the final Basel Il reforms in Singapore’ provides the finalised
implementation timeline. The Circular confirmed that with regard to the revised market risk and
credit valuation adjustment standards, compliance with supervisory and reporting requirements
came into effect from July 1, 2024 and with effect from January 1, 2025 for compliance with capital
adequacy and disclosure requirements. The output floor transitional arrangement moved to 55
percent with effect from January 1, 2025

South Africa
Strategic plans

2025 marks an important year for financial services in South Africa in the sense that the Financial
Sector Conduct Authority (FSCA) will be reviewing and then renewing both its three year Regulatory
Strategy which expires on March 31, 2025 and Strategic Plan which expires later this year. At the
time of writing the FSCA has not indicated what changes it will make to both plans.

COFI Bill

The biggest change for 2025 is likely to be the Conduct of Financial Institutions (COFI) Bill which is a
key component of South Africa’s three-year regulation plan, for April 1, 2024 to March 31, 2027. The
COFI Bill was first published for public comment in December 2018. Following substantive industry
feedback, a second draft of the COFI Bill was published for public comment in September 2020. A
second round of industry feedback was then provided, on the understanding that National Treasury
would release a final draft. As at the time of writing, the final draft of the COFI Bill has not been
released for public comment. However, the National Treasury has indicated that the COFI Bill will be
submitted to the Cabinet of South Africa for approval in January 2025. Unathi Kamlana,
Commissioner of the FSCA, has said that the COFI Bill is expected to be tabled in Parliament
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between February and April 2025. In a nutshell, the COFI Bill will provide a framework that will allow
for financial products and services to be regulated and for industry-specific codes of conduct and
rules to be introduced. Examples of this would be activities within the payment system and crypto
assets. It will amend or repeal certain financial sector laws. Per the last draft of the CoFI Bill, the
following pieces of legislation, amongst others, were identified as being amended or repealed:
Pension Funds Act; Long-term Insurance Act; Short-term Insurance Act; Financial Institutions
(Protection of Funds) Act; Financial Advisory and Intermediary Services Act; and Collective
Investment Schemes Control Act.

China

Regulatory tasks for year 2025

On January 12 and 13, 2025 two major Chinese financial regulators, i.e. the National Financial
Regulatory Administration (NFRA) and the China Securities Regulatory Commission (CSRC) held
their 2025 working group meetings, which set up certain key regulatory tasks for 2025, including,
without limitation:

Priorities will be given to the development of technology finance, green finance, inclusive
finance, pension finance, and digital finance.

To strengthen regulatory cooperation across different governmental authorities and between
central and local level authorities, and to apply differentiated regulatory measures to
institutions pursuant to their different scale, risk exposure and characteristics, in order to
avoid regulatory arbitrage and safeguard the interests of financial consumers.

To encourage long-term institutional investors and “patient” investors, and to guide the
insurance funds and wealth management funds to invest in the capital market to support its
stable and healthy development.

To develop supporting regulatory policies for investment at early stage, investment into start-
ups, long-term investment, and investment into technologies.

To promote high-level financial opening-up, with efforts to cement Hong Kong's existing
status as an international financial centre, and to support Shanghai to become an
international financial centre; meanwhile, to optimize the overseas listing registration regime
to increase the connectivity on the People’s Republic of China (PRC) and overseas capital
markets. Corporate governance requirements As China shifts from rapid growth to a more
sustainable economic development pace, urging companies to establish and maintain a
healthy and orderly corporate governance structure as well as a sound compliance
management regime has become one of the Chinese regulators’ top priorities.

In the financial sector, NFRA and CSRC have, respectively, issued standalone regulations in the past
flve years, aiming to enhance the corporate governance and compliance management of banks,
insurance companies and mutual fund management companies. As a recent development to
respond to the requirements under the new PRC Company Law issued in 2024, in December 2024,
NFRA and CSRC again, respectively, issued guidelines requiring financial institutions under their
jurisdiction to further adjust and refine their corporate governance structure and internal supervision
regime. In addition, on December 25, 2024, the NFRA issued the ‘Measures on Compliance
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Management of Financial Institutions’ (the Compliance Measures), which take effect from March 1,
2025.

The Compliance Measures significantly expand its application from limited types of financial
institutions (such as the banks and insurers) to all NFRA regulated financial institutions, including
banks, insurers, trust companies, financial leasing companies, consumer finance companies, motor
flnance companies, etc. This requires all applied financial institutions to establish a comprehensive
compliance management system internally pursuant to the statutory requirements. Digital
marketing of financial products Digital marketing via the internet is becoming an important way to
promote and distribute financial products and services, and, accordingly, has attracted growing
attention from the regulators from both a supervisory and legislative perspective.

On December 31, 2021 the People’s Bank of China, NFRA, CSRC, and four other governmental
authorities jointly issued the consultation draft of the ‘Measures on Online Marketing of Financial
Products’, which set out detailed requirements and restrictions in regard to the online marketing
(regardless conducted by the financial institutions or their engaged third parties) of all kinds of
financial products, such as deposits, loans, asset management products, insurance products,
payment products, precious metal products etc. One notable requirement is that for marketing
through new online channels such as live broadcasting, marketing via social media platforms etc,, it
is explicitly required that the marketers must be employees of financial institutions and have
obtained the relevant financial practitioner qualifications. It is expected that the current version of the
consultation draft (after considering and incorporating market comments) will soon be formally
issued in 2025.

Another recent example of similar legislative activity is the CSRC’s consultation draft of January 10,
2025 to put in place requirements regarding internet marketing activities of futures companies. Data
security and privacy in the financial sector On December 27, 2024 the NFRA issued the ‘Measures on
Data Security Management of Banking and Insurance Institutions’ (the Data Security Measures)
which took immediate effect. The Data Security Measures are based on China’s existing general data
protection laws (including the Cybersecurity Law, the Data Security Law, and the Personal
Information Protection Law) and have incorporated a comprehensive and enhanced legal regime for
banking and insurance institutions to process and protect financial data and personal information.
China's data security and privacy legal regime has been evolving rapidly since 2016.

With the legal framework for cybersecurity and data protection being in place for years, the recent
regulatory focus has shifted towards the legal framework relating to specific sectoral / industrial
supervision, such as in the motor sector, in the field of industry and information technology, and per
the Data Security Measures in the financial services sector. It is expected that the catalogue of
“important data” for the financial sector will be released soon and this will give further guidance on
cross-border data transfer requirements to those international financial institutions that already have
a local presence in China’s financial sector. Money laundering On November 8, 2024 the Standing
Committee of the National People’s Congress passed the amended Anti-Money Laundering Law (the
New AML Law) which took effect from January 1, 2025. The New AML Law shows China’s
dedication to tackle the evolving challenges of money laundering and to align with international
standards in the combat against financial crime.
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The New AML Law includes the following major changes:

Applying extra-territorial jurisdiction to any overseas money laundering activities that occur
outside of China but threaten China’s sovereignty and security, infringe on the rights of
Chinese citizens and entities, or disrupt Chinese financial order.

Extending AML obligations to non-financial sectors, including requiring all natural persons
and legal entities to adopt statutory AML prevention measures (e.g. ceasing providing
financial and other services, funds and assets) against the targets listed in the designated
AML sanction lists.

Shifting to a “risk-based” approach, requiring financial institutions to tailor their AML
measures pursuant to the specific characteristics and risks of clients and transactions.
Introducing beneficial ownership disclosure requirements to enhance the transparency in
financial transactions.

Increasing the AML authorities’ investigation powers and significantly reinforcing the
penalties that may be levied against entities and their responsible personnel.

A potential national level ESG disclosure regime China has been establishing a national level ESG
disclosure regime in recent years. Specifically in the financial services sector, the ESG disclosure
obligations are set out in piecemeal regulations applicable to designated types of financial
institution. For example, banking and insurance institutions are obliged to regularly summarise and
report their statistics on green loans and green insurance business to the NFRA. Some local
municipal governments have also issued local level regulations to require, amongst others, listed
financial institutions which are registered in Shenzhen (a city in Guangdong province of China) to
conduct full ESG disclosure on annual basis. As a recent significant step, on November 20, 2024 the
Ministry of Finance, collaborating with nine other governmental authorities, jointly issued the ‘Basic
Standards of Corporate Sustainability Disclosure Standards’ (the Basic Standards), aiming to
standardize the nation-wide ESG disclosure practices and to catch up with global ESG standards.
The Basic Standards only lay out the legal framework for corporate ESG disclosure on a principle
basis, which will be further supplemented by specific standards and application guidelines to be
issued at a later stage. At present, the Basic Standards are only voluntary although the objective is to
implement them into statute by 2030

Gulf States Regulatory Developments

1. DIFC AND DFSA LATEST DEVELOPMENTS

DFSA Publishes New Business Plan; On 4 February, the Dubai Financial Services Authority (‘'DFSA’)
released its new business plan ‘Advancing Regulatory Excellence and Innovation”. The DFSA has
highlighted the following key strategic themes for areas of focus: delivery, engagement, innovation, and
sustainability.

e In addition, the DFSA has stated its supervisory and regulatory priorities in relation to: -
e banking: -
o macroeconomic and geopolitical risks - - -
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o financial risks such as credit and liquidity
o operational risks such as third-party risks and IT risks
insurance: -
o ensuring firms have a strong risk management and compliance culture, along with
robust
o frameworks for underwriting processes - -
o examining closely the systems and controls for all firms licensed to hold insurance

monies

wealth management: -

o reviewing governance, client onboarding processes, product suitability at the point of
sale, and client asset protection - - -

o ensuring that communications and marketing materials are clear, fair, and not
misleading

o enhancing the use of data to better define focus areas for supervisory review and
analyse

o firms based on business models, risk types, and related themes

markets: -

o ensuring high standards of market practices and appropriate disclosure under market
and takeover rules ---

o promoting fair, transparent, and efficient markets through ongoing monitoring of
trading

o providing education about the International Sustainability Standards Board ('ISSB’)

o sustainability-related financial disclosure standards

enforcement actions: -
money laundering, terrorism financing, deliberate breaches of United Nations (‘UN’) sanctions
or any breaches of Federal Law - - - -

audit: -
O
O
O

O

misappropriation and mismanagement of client assets

misleading or deceptive conduct or obstructing DFSA investigations

focusing on evaluating governance and culture within audit firms operating in the
DIFC, as well

as assessing the Audit Principal’s workload and its impact on audit quality

authorisation: -

digital transformation - -

enhanced communication
risk-based assessment.

You can read the DFSA article here.

DESA Outreach on Whistleblowing Thematic Review; On 5 February, the DFSA hosted an outreach

session to present the findings from its recent whistleblowing thematic review. The objective of the

review was to assess the effectiveness of regulated entities' whistleblowing policies and procedures,
particularly in facilitating the reporting, assessment, and, where appropriate, escalation of regulatory
concerns.

The DFSA also shared examples of good practices to help improve the speak-up culture
within firms, ultimately enabling better detection and resolution of misconduct. The DFSA
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also provided feedback on their expectations from the review and encouraged regulated
entities to take note and act.
e The review highlighted key themes and findings across the following areas: -
o whistleblowers’ protection ------
o quality of the entities' whistleblowing policies and procedures
o lack of management information and ineffective oversight of whistleblowing
arrangements
training and awareness arrangements
third parties whistle blowing arrangements
monitoring and compliance
recordkeeping.

O O O O

DFSA Issues Dear SEO Letter on Thematic Review on Conflicts of Interest; On 70 February, the DFSA
issued a Dear SEQ Letter “Thematic Review on Conflicts of Interest 2025". This letter notifies Authorised
Firms that the DFSA is conducting a cross-sector thematic review via a survey on

conflicts of interest to examine how firms (excluding representative offices) identify, record, and
manage conflicts of interest such that the interests of customers are not adversely affected in respect
of their business in the Dubai International Financial Centre (‘DIFC’). Responses to the survey were due
by 28 February. Following the survey, the DFSA in Q2 2025 plans to complete an on-site assessment
visit of a selected group of DIFC Firms that shall include a comprehensive review of Authorised Firms’
governance and control framework, including policies and procedures.

DFSA Publishes Findings from Thematic Review on TFS Compliance in the Insurance Sector; On 117
February, the DFSA published its findings from the 2024 thematic review “Targeted Financial sanctions

(‘TFS’) Compliance: DIFC Insurance Sector”. The findings from this review were generally positive, with
areas for improvement mainly relating to documented control frameworks rather than the actual
implementation of screening controls, as well as improvements in firms' risk assessment
methodologies.

e Thereview highlighted strong awareness and understanding of sanctions risk, with notable
senior management engagement at the business approval level.

e Areas identified for enhancement include: -

e improving the Business Risk Assessment (‘BRA)) and Customer Risk Assessments (‘CRA) to
explicitly

e capture jurisdictional risk factors and the underlying insured risk in documentation - - -

e ensuring policies, procedures, and related training materials clearly reference all UAE TFS
obligations considering more detailed management information to track screening control
and alert handling performance beyond just exception reporting ensuring that gap analyses
are performed and thoroughly documented.

e Allfirms in the insurance sector are expected to review the key findings and observations
from the review and assess whether any improvements are necessary for their TFS systems
and controls.

e You can read the Thematic Review here.

52


https://365343652932-web-server-storage.s3.eu-west-2.amazonaws.com/files/2017/3918/3100/20250210_Dear_SEO_Letter-Thematic_review_on_conflicts_of_interest.pdf
https://365343652932-web-server-storage.s3.eu-west-2.amazonaws.com/files/9817/3917/0890/DFSA_Thematic_Review_TFS_Compliance_-_Insurance_-_Feb_2025.pdf

European London
Venues & Energy
Intermediaries Brokers'
Association Association

DFSA Launches Consultation on Changes to EPRS Reporting Requirements; On 25 February, the
DFSA requested feedback via email on “Changes to EPRS Reporting Requirements —

Capital Adequacy and Cryptocurrency”. Following the 2024 changes to the Prudential —
Investment, Insurance Intermediation and Banking Rulebook (‘PIB") on credit risk,
counterparty credit risk, and credit valuation adjustment risk to align with Basel 3 standard,
the DFSA is updating the Electronic Prudential Reporting System (‘EPRS’) forms to reflect
these changes, along with revisions to the Prudential Returns Module (‘PRU’) Sourcebook,
which provide guidance for completing EPRS submissions.
In addition to the changes related to the capital adequacy reporting requirements, the DFSA
is also proposing minor amendments to relevant reporting forms capturing cryptocurrency
activities.
A summary of the key high-level change points in relation to capital adequacy is set out
below : -
o deletion of deferred settlement transactions from B130B — credit risk - - -
o addition of new form, B140H — market risk, to capture the capital requirement
calculation for credit
o valuation adjustment addition and removal of accounts and amendment of formulas
to calculate capital requirement for securities financing transactions (‘'SFT’) in B130B
— credit risk = SFT
o addition and removal of accounts and amendment of formulas in line with new
counterparty credit risk methodology in B130B — credit risk — over-the-counter
derivatives, exchange traded derivatives, long
o settlement transactions and risk-weighted assets.
Comments are welcome until 14 March and can be submitted directly to the DFSA by email.
The changes will be effective for the Q2 2025 reporting period.

DFSA Implements Changes to its Regulatory Framework; On 27 February, following the ending of

consultation period, the DFSA published its updated regulatory framework.

Key amendments implemented to DFSA Rulebooks include: -- -

Prudential — Investment, Insurance Intermediation and Banking Business Rulebook (‘PIB’):
Measurement of Exposure ('E’) for off-balance sheet items other than counterparty credit risk
exposures (‘CCR’) or SFTs under 4.9.4 -

o removal from guidance and addition of requirements for the firms to calculate the
amount of investor’s interest as the sum of investors’ drawn balances related to the
securitised exposures and exposure associated with investors’ undrawn balances
related to the securitisation exposures (‘'SE)

o addition of a requirement for firms to apply a 1.2 times multiplier, if the official
exchange rate between the lending currency and the obligor's source of income
currency is fixed via an official currency peg, provided both currencies are issued by a
central government or central bank with an external credit assessment of credit
quality grade 1 from a recognised external credit rating agency clarification on the
determination of size of firm's exposure as a proportion of its tier 1 capital and not
capital resources
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PIB: Financial group concentration risk limit under 8.4 - replacement of capital resources with
tier 1 capital throughout the section
PIB: Liquidation of assets during periods of stress and throughout entire module under 9.3.8:
replacement of the term ‘liquidation” with ‘monetisation’
PIB: Table 1 Authorised firms reporting matrix -

o addition of form B130D — settlement risk -

o addition of form B140H — credit valuation adjustment
General Rulebook (‘GEN"): Definitions relating to crypto tokens under A2.5 -

o addition of unrecognised tokens that fall outside the scope of the DFSA restrictions in

relation to certain types of domestic funds investing in crypto tokens

Conduct of Business Rulebook (‘COB’): Application of suitability under 3.4.7 - addition of
exclusion of operating a crowdfunding platform from suitability
Fees Rulebook (‘FER'): Declarations of external fund manager under 2.12 - addition of fee of
USS$20,000 for submitting declaration to the DFSA
Anti-Money Laundering, Counter-Terrorist Financing and Sanctions Rulebook (AML"): Annual
information return under 15.1.3 - clarification on the requirement for designated non-financial
businesses and professions (DNFBPs’) to submit their annual return through the DFSA
electronic portal
Glossary Rulebook (‘'GLQO’): Glossary under section 2 - removal of definition of multilateral
development bank
Miscellaneous amendments to the following Rulebooks: Authorized Market Institutions
(AMI"), Islamic Finance Rules ('IFR’) and Markets Rules (MKT).
You can find full details of the implemented changes here.

DFESA Reports Growth in Authorisations in 2024; On 27 February, the DFSA announced a significant

increase in the number of authorised firms in 2024, with 135 new entities added, bringing the total
number of regulated entities to more than 900. The DFSA also authorised 946 individuals and
registered 17 DNFBP such as accountancy firms, legal practices, and compliance

consultancies.

The increase in authorisations and engagement with the regulated community via outreach
sessions and roundtables in 2024, highlights the DFSA's commitment to fostering financial
innovation while maintaining alignment with global regulatory standards.

DIFC to Host Global Privacy Assembly; On 24 February, the Global Privacy Assembly (‘GPA)

announced that the Dubai International Financial Centre ('DIFC’) has been selected to host the GPA
conference in 2026. GPA is an independent international body that operates primarily to uphold
information rights in the public interest, promoting openness by public bodies and data privacy for
individuals.

The selection highlights the DIFC's role in upholding high standards of privacy and
data security and fostering trust among global businesses and multi-jurisdictional
stakeholders.
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DIFC Issues Consultation Paper; On 26 February, the DIFC published Consultation Paper No.1 on DIFC
Law Amendment Law no.1 of 2025.

e Through the proposed legislation, the Dubai International Financial Centre Authority (DIFCA)
intends to enact
e amendmentsto: ----

o the Data Protection Law, DIFC Law No. 5 of 2020 ('DPL")

o the Law of Security, DIFC Law No. 4 of 2022 (‘'LoS’)

o theInsolvency Law, DIFC Law No. 1 of 2019 (‘Insolvency Law’)

o the Employment Law, DIFC Law No. 2 of 2019 (‘Employment Law’).

e A summary of the amendments are as follows: -

o clarification of the scope and extra-territorial application of the DPL to ensure DIFC
data subjects receive the full protection afforded by the Law - - -

o an additional sub-article is proposed to Article 28(2) to ensure that individuals have
the right to seek redressal even where redress involves a government authority
respondent

o introduction of a Private Right of Action through the DIFC Courts, enhancing the
rights and legal remedies available to data subjects for violations of the Data
Protection Law

o clarificatory amendments in respect of the LoS, Insolvency Law and Employment
Law.

e You can read the consultation paper here. Comments are welcome until 26 March 2025.

2. ADGM AND FSRA LATEST DEVELOPMENTS

FSRA Issues Dear SEO Letter on IT and Cyber Incident Reporting; On 4 February, the Financial
Services Regulatory Authority ('FSRA’) issued a Dear SEQ Letter directly to authorised firms, introducing
a standardised procedure for reporting Information Technology ('IT’) and cyber incidents. This includes
the use of a common reporting template.

e Key takeaways from the letter include: -

o definition of reportable incidents, including IT failures such as unscheduled
disruptions to online services or hacking - - - expected timeline for reporting (as soon
as possible)

o notification mechanisms via email to the FSRA, using the Initial IT & Cyber Incident
Report Template

o andthe IT & Cyber Incident Progressive Report Template

o reminder of reporting obligations to other regulatory bodies and law enforcement
agencies concerning

o data protection or suspicious activity reports.

e This initiative reflects an increased focus on IT and cybersecurity, as initially outlined in the
2023 Discussion
e PaperonIT and IT Risk Management.
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FSRA Issues Dear SEO Letter on Client Classification; On 14 February, the FSRA issued a Dear SEO
Letter to authorised firms, sharing observations from the review conducted to assess the effective
implementation of the client classification rules outlined in the Conduct of Business Rules (‘COBS’).

e Thereview was carried out across several areas of compliance including assessing the
policies and procedures, considering the effective implementation and evaluating the record
keeping.

e Key takeaways from the review include: -

o assessment of net assets (COBS 2.4.4) -

o firms are expected to clearly demonstrate that a client's net assets are accurately
assessed

o and calculated based on verified evidence -----

o assessment of knowledge and experience (COBS 2.6.2) -

e firms are required to independently verify and validate information provided to it by
prospective clients to ensure regulatory compliance and to document such assessment
themselves and should not solely rely on the self-assessment completed by clients reliance
of classification made elsewhere (COBS 2.6.3) -

e agap analysis is required to assess whether the FSRA client classification requirements are
fully met when a firm relies on classifications made elsewhere governance training and
record keeping (COBS 2.7) -

e training is required for relationship managers and operations on client classification
procedures, proper documentation of their assessments, including relevant evidence, and the
timely notifications that need to be made to clients ongoing monitoring (COBS 2.6.1 and
relevant guidance) -

e firms are required to periodically review client classifications and reclassify clients if there are
any changes to the client's circumstances that necessitate reclassification funds managers
and unitholders (Fund Rulebook (‘FUNDS’) 1.2 and COBS chapter 2) -

e fund managers are reminded that FUNDS Rule 1.2 requires them to classify potential
unitholders as Professional Clients before admitting them to Exempt Funds or Qualified
Investor Funds.

e All firms are required to perform a gap analysis on their practices and address any identified
gaps by making necessary improvements or adjustments.

New ADGM Online Registry for FATCA and CRS; On 7 February, the Abu Dhabi Global Market (ADGM’)
announced the launch of a new Online Registry Solution for reporting Foreign Account Tax Compliance
Act ((FATCA’) and Common Reporting Standard (‘CRS’) Entity Self-Certification Form (‘'SCF’) for ADGM-
domiciled entities.

e This Online Registry replaces the previous email submission method. Firms licensed in 2024
were reminded that SCF submissions must be made through the ADGM Registration
Authority Portal by 30 May 2025.

ADGM RA Hosts Session on Beneficial Ownership; On 20 February, the ADGM Registration Authority
(ADGM RA’), in collaboration with key experts from ADGM,
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e LexisNexis Risk Solutions, Ernst & Young, and the UAE Financial Intelligence Unit (‘FIU"),
hosted an event focused on beneficial ownership in the United Arab Emirates (UAE’). The
event provided valuable insights into navigating the complexities of Ultimate Beneficial
Ownership (‘UBQ’), covering current strategies, challenges, and the future direction of UBO
compliance. The RA provided an overview of its activities, collaboration with other agencies
in the ADGM, and progress to date, along with key features of the beneficial ownership
regulations in the UAE.

e The key takeaways from the conference include: -

o common areas of regulatory contraventions include failure to maintain records of
beneficial owners,

o latefilings, providing false or misleading information ---

o challenges in unwrapping complex ownership structures, and the cost of resourcing
required to review new data

o key trends and typologies identified by the FIU in disguising UBOs in the UAE

o expectations for authorised firms to go beyond the information provided and fully
understand their

o obligations regarding beneficial owners which include reporting Suspicious Activity
Reports (‘SARS’)

o and Suspicious Transaction Reports ('STRs').

FSRA Issues Reqgulatory Alert; On 14 February, the FSRA alerted the public about recent fraudulent
schemes in which entities or individuals had been making false claims on social media that they are
associated with the ADGM and promising loans to solicit upfront payments.

e The FSRA asks for the public to be aware that: --
o the ADGM and its staff do not facilitate or process loan transactions for third parties
o any advertisements on social media platforms or unsolicited commmunications
suggesting otherwise are fraudulent.

3. MIDDLE EAST REGULATORY UPDATES

CMA and |A Sign MoU; On 2 February, Saudi Arabia’s Capital Market Authority (CMA’) and the
Insurance Authority (1A ) signed a Memorandum of Understanding (‘MoU’) to strengthen collaboration
and coordination between the two parties to compliance. enhance oversight and regulation of
insurance companies listed on the capital market and to ensure complementary and consistent roles
between the two authorities.
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CBUAE and Economic Security Centre of Dubai Sign MoU; On 5 February, the Central Bank of the UAE
(‘CBUAE’) and the Economic Security Centre of Dubai signed a MoU to strengthen their cooperation in
areas of mutual interest. This includes the exchange of information on best practices and international
guidelines for combating financial crime. The MoU also addresses the UAE's role in the Financial
Action Task Force (‘FATF’) and explores challenges and solutions to support national initiatives.

e Additionally, it aims to enhance professional skills, provide staff training, and implement joint
e awareness campaigns to combat financial crime.

ADX Signs Agreement with CBUAE to Enhance Settlement Process; On 12 February, the Abu Dhabi
Securities Exchange (ADX’) signed an agreement with the CBUAE to process cash settlements in AED
for trades of ADX-listed financial instruments as well as transactions related to margin calls and
collateral using the CBUAE network. Under this agreement, cash settlements for trades will be
processed through the CBUAE network, fully adhering to the International Organisation of Securities

Commissions (10SCO’) standards for central counterparty clearing (‘(CCP’) and central securities
depository (‘'CSD’) services.

e Trades will include shares, bonds and Exchange Traded Funds (‘ETFs’).

e Margin calls and margin collateral transactions for ADX-CCP will be handled through the
CBUAE network, offering an automated direct debit mechanism that accelerates the
settlement process and ensures timely fulfilment of financial obligations without delays.

e You can read the ADX article here.

EOCN Presents National PF Risk Assessment Outcomes; On 27 February, the Executive Office for
Control & Non - Proliferation (EOCN) hosted an outreach session to present the outcomes of the
National Risk Assessment (‘NRA’) of Proliferation Financing (‘PF’) for banks, insurance providers,
securities and VASPs. The session focused on the threats, vulnerabilities, and overall risk of proliferation
financing in the UAE, as well as the mitigation measures in place and the inherent and residual risk
ratings.

e The data for the assessment was gathered from both public and private sector entities,
utilising a combination of surveys, interviews, case studies, and expert consultations. A total
of over one thousand data points were analysed, including 59 surveys and 31 interviews
from the public sector, as well as 1,500 surveys and 31 interviews from the private sector.

e Key takeaways and recommendations from the seminar include: -

o the UAE's overall residual risk rating for PF is assessed as medium-high - - -

o the effectiveness of preventative and mitigating measures at a national level is
partially effective and

o requires further improvement

o reporting entities should incorporate PF-specific Customer Due Diligence (‘CDD’) and
Enhanced Due

o Diligence (‘EDD’) criteria to strengthen their onboarding processes
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o reporting entities should ensure they have timely, accurate, and up-to-date UBO
information to
o facilitate effective CDD/KYC/EDD measures efforts should be made to improve the
understanding of the differences between submitting Partial
e Name Match Report (PNMR’) / Fund Freeze Report (‘FFR’) and SARs / STRs.

NAMLCFTC Holds Outreach on SARs and STRs ; On 28 February, the UAE National Anti-Money
Laundering and Combatting Financing of Terrorism and Financing of lllegal Organizations Committee
(NAMLCFTC’), held an outreach session on SARs and STRs and general feedback to reporting entities.

e Key takeaways and recommendations from the session include: -
o guidelines for ensuring high-quality SAR and STR along with areas for improvement
o reminder of the responsibilities of the three lines of defence in the reporting process
o key differences between SARs/STRs and other forms of regulatory reporting
o reminder of best practices to using go AML system and user account management

FCA Reminder of the 31 March 2025 Deadline to Uplift all UK EMIR trades; Following the introduction
of the amended reporting rules detailed in PS23/2 there has been a 6-month period for counterparties
to update their outstanding derivative reports to comply with the new requirements.

e When this transition period ends, market participants that have not updated all outstanding
derivative reports risk being in breach of their reporting obligation for affected trades. We
encourage all counterparties to review their arrangements and ensure that they have taken
the necessary steps to amend their outstanding derivative reports ahead of 31 March 2025.

e Where firms identify that they may be at risk of failing to amend their outstanding derivative
trades ahead of this date, we expect entities responsible for reporting to proactively engage
with us and provide an explanation as to why they are unable to comply with the new
requirements.

e Please also be aware that following the end of the transition period, all XML schemas will be
‘strict’, meaning that only reports consistent with the new requirements will be allowed to be
reported.

e For further guidance on our expectations for the end of the transition period, please see
section 1 of our UK EMIR reporting Q&As.

e Forany enquiries or to speak to us about issues with updating outstanding trades, please
email EMIRreporting@fca.org.uk
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EMIR 3.0 Update as of 12 March 2025

EMIR 3.0: key timings

Active account go-live

LEBA

London
Energy
Brokers'
Association

Under the Level 1text, in-scope counterparties have six months from the date of entry
into force of EMIR 3 to open an account or set up a clearing arrangement in an EU
CCP through a client clearing service provider. In the absence of the relevant RTS
being finalised, in-scope counterparties should liaise with their NCA about how to fulfil
the operational and representativeness requirements.

Key Timings

under article 10(4) (as
amended) come into
force

article 9 (as
amended) (reporting
data)

e 4 December 2024: EMIR 3.0 published in the Official Journal

e 24 December 2024: EMIR 3.0 enters into force (except for certain provisions related to the
new clearing threshold methodology, which will take effect with related RTS)

e 25June 2025: ESMA deadline to submit draft RTS on Active Account Requirement

e 25 December 2025: Deadline for remaining draft RTS, ITS, and reporting guidelines.

e 2026: ESMA/EC reports due

e 25 June 2026: Guidelines due on CCP exposure management and interoperability
arrangements

Alsoin 2026
Deadlines for
\ ¢ ‘ ’ various ESMA
and EC reports
4 December 2024 24 December 2024 25 June 2025 25 December 2025 25 June 2026
+ EMIR 3.0 published + EMIR 3.0 enters into + Deadline forESMAto | ¢+ Deadline for ESMAto ¢ Deadline for ESMA
in the official journal force submit draft RTS submit remaining draft guidelines under
+ Except for certain speci_fy'\ng the Qraft R_TS and ITS article 40 (CCP
provisions relating to con_d|t|0ns of the (ln(_:ludlng RTS under exposure
the new methodology gcllvg Account amcled Ie%(4) (as management)
for the calculation of Cequm_am_e nttothe z(a:men . _" tothe Deadline for updated
the clearing threshold CLilEalkL LS guidelines/
which will come into + Deadline for ESMA recommendations
force when the RTS draft guidelines under under article 54

(interoperability
arrangements)
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EMIR 3.0: key objectives

¢ o ¢

Encouraging clearing in the EU and Make EU CCPs more resilient Strengthen EU strategic autonomy
improving attractiveness by enhancing the existing and safeguard financial stability by
of EU CCPs supervisory framework requiring clearing members and

clients to hold directly or
indirectly an active account at EU

CCPs

New active account requirement

Key Objectives of EMIR 3.0

1.

Encourage EU clearing and boost EU CCP attractiveness.

2. Strengthen EU CCP resilience via enhanced supervision.
3. Promote EU strategic autonomy and financial stability through active account mandates.

UK EMIR

01 Post-Brexit position

EMIR was on-shored in the UK post-Brexit.

Broadly, UK EMIR can be said to mirror EMIR (but there are some differences, and we will see
further differences post-EMIR 3.0 changes)

In 2023, the FCA made certain changes to the UK EMIR reporting regime to (amongst other
things) bring it in line with global standards (as set by CPMI-IOSCO) (most of which came
into force on 30 September 2024)

These changes aligned significantly with EU EMIR reporting regime changes (these came
into force at the end of April 2024)

02 UK review of EMIR

HMT has confirmed that UK EMIR will be reviewed as part of “Tranche 3" of the UK
government'’s regulatory reform agenda.

In 2024, HMT confirmed that the review would start with Titles Ill, IV and V relating to central
counterparties but did not confirm timing.

Industry engagement has started.
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iv.  Many areas for review are likely to be similar to those in EU EMIR 3.0, however, divergence is
expected.

EMIR applies to different types of counterparties in different ways
depending on systemic importance

- - - 1 /__\ a
Financial counterparties (FCs) 2 CCPs and trade repositories
+ Above the clearing threshold (FC+)
+ Below the clearing threshold (FC-)
2 E 4

Non-financial counterparties (NFCs) General exemption for Article 1(4) and
+ Above the clearing threshold (NFG#+ (5) “exempt” entities (i.e. certain central
sl sl ) ) v banks, BIS, multi-lateral development
* Below the clearing threshold (NFC-) banks, public sector entities and the
3

European Financial Stability Facility and
European Stability Mechanism)

Additional exemptions also relevant
Third Country Entities (TCEs) for clearing, reporting and margin

+ Note indirect application Filos

+ Can apply to contracts between two TCEs
(“Direct, substantial and foreseeable effect” or to prevent
evasion of EMIR)

+ Equivalence/substituted compliance may apply

Post-Brexit UK Position

e UK EMIR was on-shored post-Brexit; broadly mirrors EU EMIR with differences expected to
increase.

e FCA aligned UK reporting with global standards (CPMI-IOSCO) in 2023 (effective 30 Sept
2024)

e HMT announced EMIR review under Tranche 3 of regulatory reform (focus on CCPs)

Key Takeaways for Firms

e Reassess FC status (FC+/FC-)

e Monitor counterparty classification updates.

e Open active accounts; liaise with NCAs.

e New FRANDT-compliant terms of business

e Update systems for new reporting rules (esp. for 3rd country trades)
e Review legal opinions (e.g., intra-group no-impediment opinions)

e Review impact of changes to post-default porting

Counterparty Classification

« Financial Counterparties (FC):
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o Above clearing threshold (FC+)
o Below clearing threshold (FC-)
e Non-Financial Counterparties (NFC):
o Above clearing threshold (NFC+)
o Below clearing threshold (NFC-)
e Third Country Entities (TCE): Indirect application through "direct, substantial and foreseeable
effect" or anti-evasion provisions
e Exemptions: central banks, BIS, MDBs, public sector entities, etc.

Application of different EMIR requirements to different entity tvpes

Of relevance to FCs, NFC+s and NFC-s:

Of relevance to FCs and NFC+s only:

+ Risk mitigation: Timely confirmation

+ Risk mitigation: Porifolio reconciliation + Risk mitigation: Daily mark-to-market Of relevance to FC+s and NFC+s only:

+ Risk mitigation: Portfolio compression valuations (or mark-to-model where not

+ Risk mitigation: Dispute resolution available) + Mandatory central counterparty clearing
- + Risk mitigation: Margin — Procedures for + New: active account requirement

Reporting (subject to “mandatory reporting” ) N

requirements which include requiring FCs timely, accurate and appropriately

to report on behalf of NFG-s) segregated exchange of collateral
(comprised of variation margin (VM) and
initial margin (IM) - note that IM only
applies to the most systemically
important FCs and NFC+s)

EMIR Requirements by Entity Type
e Timely confirmation, portfolio reconciliation/compression, dispute resolution
e Daily mark-to-market (or mark-to-model), margin (VM/IM)
e Central clearing obligation (FC+/NFC+)
e New active account requirement (FC+/NFC+)

Changes to Clearing Thresholds

For NFCs:
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PRE-EMIR 3.0 - CALCULATION OF THE POST-EMIR 3.0 - CALCULATION OF THE
“CLEARING THRESHOLD": “CLEARING THRESHOLD”:

.
=
=]
=
=

.

.

+

Calculated every 12 months based on the aggregate Only OTC derivatives not cleared by an authorised or
month-end average position for the previous 12 months recognised CCP to be taken into account

.
.

All OTC derivatives to be taken into account Removal of group test: No requirement to include
(cleared and uncleared) derivatives contracts entered into by other group entities in
the clearing threshold calculation (although, note hedging
exemption can still be applied at a group level)

+

NFCs are only required to clear an asset class if the
clearing threshold is exceeded for that asset class

.

RTS on value of clearing thresholds and hedging
exemption (Clearing Threshold RTS)

.

“Clearing thresholds” are:

- EUR1billion for each of credit and equity;

.

Review of clearing thresholds every 2 years or earlier
- EUR 3 billion for each of interest rate and FX; and where “necessary”

.

- EUR 4 billion for commodity/other Review of application of EMIR to NFCs every 2 years

+

Hedging exemption available

.

'On timing, the amended provisions will not come into

+ Group test: Calculation mustinclude all OTC effect until the Clearing Threshold RTS have come
derivatives contracts entered into by: (i) the NFC; into effect
and (ii) any other non-financial entities within the group + Practical impacts?

e Now only include OTC derivatives not cleared by authorised/recognised CCPs.
e Group test removed.

e Hedging exemption at group level retained

e RTS to specify threshold values.

i.  ForFCs:[Note: FC status only impacts clearing]

PRE-EMIR 3.0 - CALCULATION OF THE POST-EMIR 3.0 - CALCULATION OF THE
“CLEARING THRESHOLD": “CLEARING THRESHOLD":
+ Calculated every 12 months based on the aggregate LJ [ll]ﬂu b + Required to make two calculations:

month-end average position for the previous 12 months - “Uncleared” positions - Only OTC derivatives not

+ AllOTC derivatives to be taken into account cleared by an authorised or recognised CCP

(cleared and uncleared) - Aggregate positions - All OTC derivatives

+ FCsarerequired to clear all asset classes if the clearing (cleared and uncleared)

threshold is exceeded for any asset class + Group test remains

+ “Clearing thresholds” are: + RTSonvalue of clearing thresholds

- EUR1billion for each of credit and equity; (Clearing Threshold RTS)
- EUR 3 billion for each of interest rate and FX; and + Review of clearing thresholds every 2 years or earlier

- EUR 4 billion for commodity/other CURICHC S 2T

+ On timing, the amended provisions will not come into
effect until the Clearing Threshold RTS have come

+ Group test: Calculation mustinclude all OTC into effect
derivatives contracts entered into by: (i) the FC;
and (i) any other entity within the group

+ Hedging exemption not available

+ Practicalimpacts?

e Must calculate both uncleared and aggregate positions.
e Group test retained.

Clearing Obligation

e Mandatory clearing only applies to certain standardised OTC derivatives contracts.
o Interest rate derivatives— «G4 Rates»
= USD/GBP/JPY/EUR - « Additional Rates »
= PLN/NOK/SEK
o Index Credit Default
= iTraxx Swaps (CDS)
e Applies to trades between
o A FC+or NFC+ facing a FC+, NFC+ or a third country equivalent of a FC+ or NFC+;
or— Two third country FC+ or NFC+ equivalents, if the trade has “direct, substantial
and foreseeable effect.”
o or where application of the regulation is needed to prevent evasion,
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o Ineach case, subject to equivalence;
Applies
o Of atype specified to be subject to mandatory clearing;
o Entered into on or after the mandatory clearing start date (now fully phased in); and
o Not covered by an exemption (e.g. intragroup trades, STS securitisations, covered
bond issuers
NFC+s only required to clear asset classes in respect of which clearing threshold has been
reached; FC+s must clear all asset classes subject to the clearing once the threshold is
reached.
Clearing via authorised or recognised CCP only;
Non-EU recognised CCPs are split into:
o Tier1CCPs
= Many now designated in many countries - Australia, Brazil, Canada, Chile,
China, Colombia, Hong Kong, Indonesia, Israel, Japan, Malaysia, Mexico, New
Zealand, Singapore, South Korea, Taiwan, USA, UK
= E.g,LME Clear Limited
o Tier 2 CCPs (only two)
= | CH Limited & ICE Clear Europe
Mandatory for:
o G4 IRDs: USD, GBP, JPY, EUR
o Additional Rates: PLN, NOK, SEK
o ifTraxx CDS

Active Account Requirement

Applies to FC+ and NFC+ exceeding €3bn IRD threshold.

Requirement to open account at EU CCP within 6 months

Must clear a representative number of trades at EU CCP (not LCH/ICE)
Exemption: clearing 85% at EU CCP

Reporting and stress testing required.

Categories Covered:

Euro/zloty IRDs: fixed-to-float, FRAs, OIS
EUR STIRs referencing Euribor/€STR.
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+ Hold an active account for the active account derivative contracts atan
EUCCP

Establish the account within six months of becoming subject to the

active account requirement (25 June 2025)

RTS yet to be published

Key features of the active account requirements

.

EUFC+ and NFC+ - + Account must comply with the conditions on usability, function and
operation

* Exceeding the clearing threshold for interest rate + Exemption for counterparties that clear at least 85% of relevant
derivatives (€3 billion) in the categories of active account contracts at an EU CCP
derivative contracts (see below) + Clear a “representative” number of trades currently cleared at LCH or ICE

+ In anindividual category or in aggregate Clear in the active account (the “representativeness requirement”)

+ Must consider all in-scope derivative contracts cleared by ¢+ Only aPF_'““ to counterparties ‘f”"h a not‘ional clearing vplun)e
any entity within the group (including EU subsidiaries of outstanding of el tl'!an €6 h"f n ﬂ’lB.a‘(}ilve account derivative
non-EU entities), except intragroup transactions contracts (excluding client clearing activity)

T
.

Must clear at least five trades in each of the most relevant
subcategories per class of derivative contracts and per reference
period on an annual basis

+ Interest rate derivatives denominated in euro or zioty Where the number of trades exceeds half of the total trades of that

+ Short-Term Interest Rate (STIR) derivatives in euro counterparty for the preceding 12 months, need only clear one trade
(instead of five) in each of the most relevant subcategories per class of
derivative contracts per reference period

Categories of active account derivative contracts

.

Requirement applies where there is an EU CCP offering + Not applicable to client clearing services
clearing in the relevant category of active account 4 n
derivative contract i + Notify ESMA and its relevant NCA

* Report on the active account requirement to NCAs and must stress test
the requirements

ESMA to submit draft RTS to the Commission by 24 June 2025
e ESMA to specify.

i.  Different classes of derivative contracts — up to three classes

ii.  Different maturity ranges — up to four ranges

iii.  Different trade size ranges — up to three trade size ranges

iv.  And for each class; Subcategories to be represented in the active account — up to five
subcategories.

v.  And the reference period; At least 6 months for counterparties with less than €100 bn
notional clearing volume

vi.  Atleast T month for counterparties with more than €100 bn notional clearing volume

Active account Sub-categories:| Sub-categories: Sub-categories:trade | Most relevant Reference period Authorised EU CCP and recognisednon-EL
categories number maturity ranges size ranges sub-categories: ccP
number
12 0-5years

0 RD EUR Fixed-to-float IRS 0-25 mEUR 5 & months <EUR 100 bilion BME (Spain); CME {USA); EUREX (Germary);

JSCC (Japank KDPW_CCP (Poland); LCH (UK);
5-10 years 25-50m EUR 1month ~EUR100 billion NASDAG (Sweden): OTC HK (Hang Kong)
10-15 years.
Overis Over 50 m EUR

OTCIRD EUR Forward rate agreements 12 0-6 months 0-T5mEUR & 6 months <EUR 100 bilkon BME (Spain); CME {USA); EUREX (Germany);
KDPW_CCP (Poland); LCH (UK); NASDAG
6-12months 75.200m EUR 1month >EUR 100 billon (e
12-18 months
Over18 months Over 200 m EUR

OTCIRDEUR Overnightindex swaps. 2 0-1years 0-26mEUR ] & months <EUR 100 billion BME {Spain); EUREX (Germany); KDPW_CCP
(Poland); LCH Ltd (UK}
1-2 years 25-100m 1month >EUR 100 billion
2-5years
Over5 years Over 100 m EUR
OTCIRD PLN Fixed-to-float interast rate 1 Any maturity Any trade size 1 12 months <EUR 100 billion KDPW_CGP (Poland); LCH (UK)
swaps
12 months ~EUR 100 billion
Forward rate agreements 1 Any maturity Any trade size 1 12 months <EUR 100 billion KDPW_CCP (Poland); EUREX (Germany); LCH
(UK)
12 months >EUR 100 billion

Exchange-traded 3-month intarast rate 4 0-6 months Any trade size a4 6 months <EUR 100 bilion ICE Clear Europe (UK); EUREX (Germary)
STIREUR referenced in Euribor -2 months
A 1month >EUR 100 billion
12-18 months
Ower 18 months.
Exchange-traded 3-month interest rate 4 0-8 months Any trade size 4 12 months <EUR 100 billion ICE Clear Europe (UK): CME Group (USA); EUREX
STIREUR referenced in €STR 812 he (Garmarny)
iEme & months ~EUR 100 billion
12-18 months

Puar AR mmanthe

Exemptions
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e PTRR (Post-Trade Risk Reduction): subject to transparency and neutrality requirements
Performed by a MiFID-authorised entity.
Performed by an independent entity.
Reduces risk for each portfolio submitted to the exercise.
Accepted by participants in full (participants not being able to choose which trades to
execute)
Open only to prospective participants that initially submitted a portfolio.
Market risk neutral
Does not contribute to price formation.
Takes the form of compression, rebalancing, or optimisation (or a combination)
Bilateral or multilateral
PTRR service provider requirements (article 4b(4))
= Compliance with pre-agreed rules of the exercise
= Actin reasonable, transparent, and non-discriminatory manner
= Ensure participants cannot influence the exercise result.
= Recordkeeping
= Information sharing with NCA and ESMA
= Monitoring to ensure participants are not using the exercise to circumvent the
clearing obligation.
o ESMA to publish PTRR service provider list annually.
o ESMA requirement to report to the EC.
e Third-Country Pension Schemes: exempt from clearing if exempt under national law.

o O O O

0O O 0O O O O

Client Porting (Member Default)

e Transfer to designated CM unless all clients object
e CMs can rely on previous diligence for 3 months.
e CRR-subject CMs get 3-month grace for capital requirements.

Clearing: Impact for clearing members and clients that provide clearing services
Information & Reporting for Clearing Services

o Disclose EU clearing options, margin models, fees, loss allocation, etc.
e Report to NCAs on clearing at non-EU CCPs (margin, volume, instruments)

Information reporting for non-EU clearing; The EMIR 3.0 changes include a new requirement for
clearing members and clients that provide clearing services to report to their relevant competent
authority clearing activity at recognised non-EU CCPs

i.  Type of financial instruments or non-financial instruments contracts cleared.
ii.  Average values cleared over one year per Union currency and per asset class.
iii.  Amount of margin collected.

iv.  Default fund contributions.
v.  Largest payment obligation
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Non-FC Clearing Members

New condition for non-FC clearing members

+ Non-FC must be able to demonstrate how itintends
to fulfil margin requirements and default fund e} g ESMAR ifyi to b i when:
contributions, including in stressed market conditions

+ CCP establishes admission criteria

Limitation for NFC clearing member to provide
clearing services + CCP assesses ability of non-FGC to meet margin

\_V_ requirements and default fund contributions

+ NFC clearing member can only provide services
and maintain accounts for counterparties in the
same group

Competent authority of CCP

Ontiming... Draft RTS to be
*+ Regular review of CCP arrangements to monitor mm:ul:mlltm:ﬁmn

the condition by 25 Dacsrbar

« Annual report to the EMIR supervisory college on 2025
products cleared, NFC overall exposure and
identified risks

e Must show capability to meet margin/default fund contributions.
e Can only clear for intra-group clients
e CCPs to set admission and monitoring criteria.

Equivalence & Intragroup Exemptions

e Pre-EMIR 3.0: Equivalence required for cross-border intragroup exemptions.
o There were never any equivalence decisions in respect of EMIR clearing (Article 4) or
reporting (Article 9)
o However, there were a number of equivalence decisions in respect of the EMIR risk
mitigation requirements (including uncleared margin) (Article 11)
e Post-EMIR 3.0:
o No more equivalence for clearing/reporting.
o Amendment to remove reference to counterparties “established” in a third country.
o Exemptions denied for blacklisted jurisdictions.
o Intragroup exemptions:
= Removal of equivalence requirement for cross-border intragroup exemptions
for margin and clearing
= Replacement with a list of third countries for which an exemption should not
be granted (which are on an AML or tax blacklist, or which are otherwise
specified by the European Commission in a Delegated Act

Risk Mitigation [EMIR introduced uncleared margin requirements to manage counterparty credit risk]

e Margin requirements for uncleared OTC derivatives:
o VM: net, non-segregated
o IM: gross, segregated, €8bn+ threshold
e Exemptions: FX forwards/swaps, covered bonds, STS securitisations
e Daily mark-to-market required for FC/NFC+
e NFCs coming into scope of margin and valuation rules for first time have 4 months to
comply.
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e Permanent exemption for equity options (VM & IM)

Initial Margin Model Validation

Impact of EMIR 3.0 on risk mitigation requirements: Initial margin
model validation

()'I + New requirement to obtain authorisation from NCAs + NCAs/EBA are required to grant authorisation within
before initial use or before adopting a change to an IM ()2 6 months (for a new model) or 3 months (for a change
model (and additionally validation from EBA for pro-forma to a model) from receipt of application
models)

+ Counterparties are required to provide relevant information
+ Apro-formamodel (e.g. SIMM) must first be validated to their NCAs/EBA via the relevant central database
by the EBA which will provide a central validation function

.

Until the EBA has publicly announced that it has set up
its central validation function, the validation of pro-forma
maodels shall be carried out by NCAs

03 °* EBA is mandated to draft RTS on IM models for credit 04 + Annual fee for using prn-forr.na models based on
institutions and investment firms that have, or belong "}E monthly average outgagdlng notional amount
to a group that has, a monthly average outstanding of non-centrally cleared OTC derivatives over the last
notional amount of non-centrally cleared OTC 12 months

derivatives higher than or equal to EUR 750 billion
(within 12 months of entry into force of EMIR 3)

.

EC will provide a delegated act after advice from EBA

+

EBA is mandated to issue guidelines on the

+ Note existing draft RTS and EBA opinion (July 2023) authorisation/application process and to produce
an annual report and may issue recommendations
— for NCAs on model validation
()O + On 17 December 2024, the EBA published an opinion in

the form of a no action letter addressing current lack of
transitional provisions pending further detail on how ()6 Practical impacts/concerns?
provisions will update in practice

+ ECB has published FAQ guidance

e NCAs/EBA must authorise new models (6 months) or changes (3 months)
e EBAto validate pro-forma models (e.g., SIMM)
e Annual fees based on notional volume.

Reporting

e Both parties responsible for reporting except in the case of “mandatory reporting” where FCs
are responsible and legally liable for OTC reporting for NFC-s (see also rules for
AIFs/UCITS/IORPS)

e Applies to exchange-traded and OTC derivatives.

e Reports must be made T+1 to registered TRs.

e Exemptions for intragroup where one party is NFC or third-country NFC.

e Mandatory Reporting: FCs responsible for reporting on behalf of NFC-s

o Delegated Reporting: Still permitted (e.g., under MRRA)
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EMIR introduced a reporting obligation (for exchange traded and

~ . .
OTC derivatives)
All counterparties and
CCPs must report details
of all derivative contracts Must report no later
concluded, modified or than the working day Exemption for
terminated (subject to following the event; intragroup transactions
mandatory reporting and Content and formatin where one party is NFC
intragroup exemption) RTS/ITS; LEIs required or third country NFC
1 2 3 4 5 6 7

EU counterparties are Must report to registered Recordkeeping: Mandatory reporting
subject to the EMIR or recognised trade Counterparties will also may apply (see next
reporting obligation repository (TR) keep arecord of any slide); also possible
(*note changes derivative contact they to delegate reporting
effective April 2024) have concluded and any

modification for aleast 5
years following the
termination of the contract

Post-EMIR 3.0 Changes:

Enhanced data quality controls
Penalties for systematic errors (up to 1% daily turnover)
ESMA to issue RTS and guidelines on error thresholds

Data quality - new requirement

New requirement to put in place appropriate procedures and arrangements to ensure the
quality of data reported.

As before - counterparty and CCP requirement to report details of derivative contracts
correctly and without duplication.

Includes where the reporting obligation has been delegated.

ESMA to draft guidelines to specify abovementioned appropriate procedures and
arrangements.

Penalties — new requirements

Member state obligation to set rules on penalties for infringing rules relating to reporting
(note: penalties requirements already exist but these EMIR 3.0 changes are in addition to
existing requirements, and with more granularity)

Requirement for penalties (i) to include at least administrative fines; and (i) to be effective,
proportionate, and dissuasive.

Competent authority obligation to impose (or have imposed) administrative or periodic
penalty payments on entities whose reports repeatedly contain manifest errors.

Limit on periodic penalty payments: they shall not exceed 1% of average daily turnover for the
preceding business year and may be imposed for a period of up to 6 months.

ESMA to draft RTS specifying what constitutes systematic manifest errors.
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Mandatory clearing for UK gilt repo ? - Banks don't want it. but the Bank of England is exploring a
major market shift.

e Mandatory central clearing for gilt repo is on the table.
e This follows the US push for Treasury clearing.
e The problem?
o — Market stress events have exposed major vulnerabilities.
o — Incrises, banks pull back from repo markets.
o — This cuts off critical financing when it's needed most.
e The proposed solution?
o — Clearing through central counterparties (CCPs).
o — This reduces counterparty risk and boosts confidence.
o — ltalso allows for all-to-all repo trading.
e Butthere are challenges...
o — The UK repo market structure is different from the US.
o — Legal authority for a clearing mandate is uncertain.
o — Industry pushback is strong—many prefer incentives.
e What happens next?
o L, The BoE is watching the US rollout closely.
o L, UK clearing mandates may take years, even a decade.
o |, But gradual incentives could speed up adoption.
e Market participants must be ready.
o — Even without mandates, clearing incentives may rise.
o — Now is the time to engage, prepare, and adapt.

Some reflections on HMT's action plan setting out new approach to regulation and regulators;
There’s a huge amount in flux for UK financial services firms at the moment as the regulators grapple
with the challenge set by HM Government's call for them to support its central mission to drive growth
in the economy. Last week saw the release of a number of reforms to requlators and the regulatory
system announced by HM Treasury, designed ‘to tackle the complexity and burden of regulation’.

e Taken in the context of other announcements from regulators recently — including the
Financial Conduct Authority’s decision to pause work on D&I; and shelve ‘'name and shame’
(though non-financial misconduct remains firmly in the regulator’s sights); as well as the
Payment Systems Regulator being absorbed into the FCA, this is a clear signal that 2025 is
going to be a year of major reform for UK FS.
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A new, minister-led review of the FOS; HM Government has announced a wider review of the
Financial Ombudsman Service (FOS) to be led by the Economic Secretary to the Treasury.

o Whilst the Call for Input has been widely perceived to be a step in the right direction
by industry, many felt it did not (and perhaps, could not) address certain fundamental
questions around the calibration of the framework as a whole. This review will
consider more fundamental aspects of the legislative framework — which HMT
acknowledges has resulted in the FOS acting as a ‘quasi-regulator’; considering
whether the FOS is applying today’s standards’ to historic conduct, and the practices
surrounding redress.

o HMT has confirmed it ‘'stands ready’ to legislate to ensure the dispute resolution
system is fit for a modern economy — potentially opening the way to significant
structural reform.

o Many will be asking what this means in context of the FCA's announcement on motor
finance/DCA redress, and the fallout from the Supreme Court’s judgment in Hopcraft
expected later this year.

Sector-specific commitments from the FCA; There is a slew of more ‘micro’ changes to be
pursued by the FCA, including work around capital requirements for ‘specialised trading firms’
and work to simply ‘mortgage and advice rules to support greater home ownership’ as well as a
review of contactless payment limits, including removing the £100 cap.

A new third way? As use of the designated activities regime gathers pace, buried in the detail
of today’s announcement is reference to a potential ‘third way’ for some activities in future,
with HMT suggesting that a package of work will be undertaken to consider whether the
framework can be updated to allow relevant firms to conduct ‘limited regulated activities with
streamlined conditions'.

HMT publishes action plan setting out new approach to regulation and regulators; On 77 March 2025,

HM Treasury published an action plan setting out its new approach to ensure requlators and regulation
support growth.

HMT begins the action plan by highlighting the importance of regulation, which “underpins
and impacts almost all areas of the UK economy”. It warns that the current regulatory
landscape is not functioning as effectively as it should, “too often” holding back growth and
inhibiting private sector investment, and sets out plans to address this through various
reforms. Issues identified with the current system include overly complex and duplicative
regulation, a lack of certainty and predictability, and a regulatory approach that has become
too risk averse. In a related press release, HMT refers to the proposals as a “radical action
plan to cut red tape and kickstart growth”.

Action plan

The action plan sets out HMT's next steps in its approach to regulation and regulators across
sectors such as business, finance, energy and the environment, including a range of pledges
from regulators to support this. HMT explains that the action plan will enable a regulatory
system that supports innovation and economic growth while ensuring accountability for the
quality of regulations introduced, as well as the way in which independent regulators
implement and enforce them.

Key points relating to financial services include:
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o HMT plans to review the number of the Prudential Regulatory Authority’s and
Financial Conduct Authority’s “have regards” to identify opportunities to rationalise
them and ensure a focus on their priorities.

o The Economic Secretary to the Treasury has been asked to examine whether the FOS
is currently delivering its role as a simple, impartial dispute resolution service which
quickly and effectively deals with complaints against financial services firms and
works in concert with the FCA. This review will focus particularly on a range of points
raised as part of HMT's consultation on the growth and competitiveness strategy,
including concerns around the framework in which the FOS operates (which HMT
notes has resulted in it acting, at times, as a quasi-regulator); whether the FOS is
applying today’s standards to past actions; and the compensation practices that have
developed over time. This work is expected to conclude by summer 2025 and the
Government “stands ready to legislate” following the review.

o HMT intends to work with the regulators, the Office for Investment and the City of
London Corporation, to establish a concierge service aimed at enhancing the
attractiveness of the UK as a destination for global financial services, by making it
easier for firms to navigate the UK regulatory landscape and broader barriers to entry.

o The plan also confirms that HMT will continue to develop a package of measures to
enable the FCA to support early-stage innovative firms to start conducting regulated
activities, including more dedicated support, issuing “‘minded to approve” notices to
support fundraising, and considering whether the legislative framework can be
updated to allow relevant firms to conduct limited regulated activities with
streamlined conditions.

Key pledges from financial regulators

Annex A to the action plan sets out a list of key regulator pledges, including the following
relating to the financial regulators:

The FCA pledges to:

o Provide a dedicated case officer to every firm within its regulatory sandbox.

o Provide 50% more dedicated supervisors to early and high growth firms, to help them
navigate the regulatory system and support their growth.

o Extend pre-application support to all wholesale payments and cryptoasset firms.

o Indicate more often that it is “minded to approve” start-ups, to help them secure
funding.

o Simplify its mortgage and advice rules to support greater home ownership.

o Continue work to review the contactless payment limits, including removing the £100
limit on individual payments.

o Accelerate a review of capital requirements for specialised trading firms.

Together, the FCA and PRA will:

o Have their “have regards” reviewed by HMT with a view to rationalising them and
ensuring a focus on their priorities.

o Reduce regulatory reporting requirements for firms.

The PRA plans to consult in April 2025 on a matching adjustment investment accelerator

aimed at reducing the time between life insurers identifying a productive investment

opportunity and making that investment.

There are also pledges relating to the Pensions Regulator, including developing a pensions

innovation framework and criteria and launching a related hub by autumn 2025; reviewing

the capital reservices to be held by Master Trusts; initiatives to reduce regulatory burdens
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and improve data and data-sharing; and measures to encourage consolidation and
consideration of investment in productive assets.

UK government to abolish Payment Systems Reqgulator; The UK has announced the abolition of the
Payment Systems Regulator, as part of its efforts to cut red tape and drive economic growth. The move
follows complaints from payment services firms that they were having to engage with three different
regulators, costing them time, money and resource.

e The government has therefore proposed to consolidate the PSR, which looks after payment
systems like Faster Payments and Mastercard, into the Financial Conduct Authority (FCA).

e Will anything change? This announcement may strike a bold tone but, as it stands, it isn't
really changing anything, other than moving the PSR into the FCA.

e Theindustry has previously expressed a number of concerns around the PSR, so visually this
comes across rather well.

e What's more, the consolidation of this regulator into the FCA — given the latter's broader
remit for financial services regulation — arguably makes sense.

o However, the proof will be in the pudding as to whether this really results in any substantive
changes to the types and the approach of the regulator.

UK Finance publishes its Plan for Growth; On 17 March 2025, UK Finance published its Plan for
Growth, which it submitted to the Government earlier in the month.

e UK Finance flags the importance of financial services to the domestic economy, noting that
the UK is the largest net exporter of financial services globally. It explains that the current
discussion about what more the regulators could do to support economic growth, and the
way in which the FCA, PRA and others have responded, has created the space to consider
bolder reforms, building on the Mansion House reform agenda laid out by the Chancellor of
the Exchequer in November 2024.

e Proposed reforms

e Inthe Plan, UK Finance sets out reforms that it considers are needed to help the UK financial
services sector make “an even stronger contribution to the Government's growth agenda,
while also delivering real benefits for consumers, businesses and society”. Those reforms are
intended to help deliver the following objectives:

o Create a pro-growth operating environment.
o Ensure the financial system is fit for the future.
o Unlock financial services for consumers, businesses and society.

e The reforms proposed in the Plan to help deliver these objectives include some that have
now taken place, such as:

o Consolidating the Payment Systems Regulator into the FCA, which the Government
announced last week.

o The FCA's announcement that they will not proceed with their plans to name firms
subject to enforcement action.

o The FCA's plans to simplify lending rules and benefit mortgage customers.
The PRA's intention to increase the retail deposits leverage ratio threshold.

o The Government's announcement that it will review the role of the Financial
Ombudsman Service to address concerns it can act as a quasi-regulator.
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e The Plan also sets out further proposals for the Government and regulators, including:
Expediting the Government’s work on issuance of a digital gilt.

Creating a stronger rule review mechanism to bolster regulatory accountability.
Publishing a new Financial Inclusion Strategy to help to empower consumers.
Delivering new regulatory frameworks for consumer credit, digital wallets, and new
digital assets and money.

o Recalibrating capital requirements for banks of all sizes to support more lending.

o O O O

Widening the sanctions net in uncertain times: latest developments in the U.S., EU, and U.K's
sanctions targeting Russia; In the context of the third anniversary of Russia's invasion of Ukraine, the
U.S., EU, and U.K. continue to implement new measures to stifle Russia’s war efforts.

e The Biden administration continued to escalate sanctions targeting Russia ahead of the
change in presidential administration. President Trump has subsequently intervened actively
on the international stage as regards the broader conflict in Ukraine. Since taking office, he
has raised the possibility of both loosening the Russian sanctions regime and introducing
more comprehensive sanctions. The future direction of travel is therefore highly uncertain.

e Atthe same time, in the last nine months, the EU has further enhanced its sanctions against
Russia through the adoption of its 14th, 15th, and 16th sanctions packages. In parallel, the
U.K. has placed a renewed emphasis on its enforcement of trade sanctions, widening the
scope of reporting requirements and clamping down on sanctions circumvention. In
February 2025, it imposed its largest package yet, with over 100 new designations. This note
looks into the latest sanctions requirements in the U.S,, EU, and U.K. and their implications
for businesses. These changes significantly alter the landscape for compliance. The situation
remains highly dynamic.

e U.S. sanctions: continuing escalation and change in administration

e Overview

e Inearly 2025, under President Biden's outgoing regime, the United States issued sweeping
new rounds of sanctions targeting Russia, particularly the Russian petroleum sector and the
broader energy sector, all of which still remain in place at the time of writing.

e Energy sector sanctions

e Executive Order 14024 (EO 14024) authorizes the imposition of blocking (i.e., freezing)
sanctions on various categories of persons meeting the detailed criteria, including, as
relevant here, on any person determined by the U.S. Secretary of the Treasury, in consultation
with the U.S. Secretary of State, to operate or have operated in the technology sector, the
defense and related material sector, or any other sector of the Russian Federation's economy
as determined by the U.S. Secretary of the Treasury (in consultation with the U.S. Secretary
of State). Prior to January 10, 2025, 16 sectors of the Russian economy had been targeted
under EO 14024.

e OnJanuary 10,2025, the U.S. Secretary of the Treasury issued a determination identifying
the energy sector of the Russian Federation under EO 14024. Notably, this determination
targeting the Russian energy sector mirrors a previously issued determination introduced in
2014 pursuant to Executive Order 13662 (EO 13662) as part of the Ukraine-/Russia-Related
Sanctions program.
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In connection with the new determination pursuant to EOQ 14024, the U.S. Treasury
Department’s Office of Foreign Assets Control (OFAC) has stated in public guidance that it
intends to publish regulations, defining the term “energy sector of the Russian Federation” to
include “activities such as the procurement, exploration, extraction, drilling, mining,
harvesting, production, refinement, liquefaction, gasification, regasification, conversion,
enrichment, fabrication, manufacturing, testing, financing, distribution, purchase or transport
to, from, or involving the Russian Federation, of petroleum, including crude oil, lease
condensates, unfinished oils, natural gas, liquefied natural gas, natural gas liquids, or
petroleum products, or other products capable of producing energy, such as coal, wood, or
agricultural products used to manufacture biofuels; the development, production, testing,
generation, transmission, financing, or exchange of power, through any means, including
nuclear, electrical, thermal, and renewable, to, from, or involving the Russian Federation; and
any related activities, including the provision or receipt of goods, services, or technology to,
from, or involving the energy sector of the Russian Federation economy.”

Any person identified by the U.S. Secretary of the Treasury, in consultation with the U.S.
Secretary of State, as operating in the Russian energy sector may now be targeted with
blocking (i.e., freezing) sanctions. U.S. persons! will be generally prohibited from engaging in
any transactions or dealings with or for the benefit of any persons so targeted, and non-U.S.
persons engaging in any such transactions or dealings will risk becoming sanctioned
themselves.

Petroleum services sanctions

Executive Order 14071 (EO 14071) (concerning “new investment” in, and the provision of
certain services to, Russia) prohibits the exportation, re-exportation, sale, or supply, directly
or indirectly, from the United States or by a U.S. person (wherever located) of any category of
services as determined by the U.S. Secretary of the Treasury (in consultation with the U.S.
Secretary of State) to any person located in Russia.

On January 10, 2025, the U.S. Secretary of the Treasury issued a determination identifying
“petroleum services” as a category of prohibited services under EO 14071.

OFAC has stated in public guidance that it intends to publish regulations defining the term
“petroleum services” for these purposes as “services related to the exploration, drilling, well
completion, production, refining, processing, storage, maintenance, transportation, purchase,
acquisition, testing, inspection, transfer, sale, trade, distribution, or marketing of petroleum,
including crude oil and petroleum products, as well as any activities that contribute to
Russia’s ability to develop its domestic petroleum resources, or the maintenance or
expansion of Russia’'s domestic production and refining. This would include services related
to natural gas as a byproduct of oil production in Russia.”

Three types of service are specifically excluded: (i) petroleum services related to isotopes
derived from petroleum manufacturing that are used for medical, agricultural, or
environmental purposes; (i) certain authorized services related to the maritime transport of
crude oil and petroleum products of Russian origin (provided such products are purchased at
or below relevant price caps); and (iii) services in connection with the wind down or
divestiture of an entity located in Russia that is not owned or controlled, directly or indirectly,
by a Russian person. OFAC has also issued a new general license which authorizes all
otherwise prohibited transactions which relate to the Caspian Pipeline Consortium,
Tengizchevroil, or Sakhalin-2 projects until June 28, 2025.
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Subject to the above and unless otherwise authorized by OFAC, U.S. persons are now
generally prohibited from, directly or indirectly, providing petroleum services to any person in
Russia.
Additional sanctions designations
Since early 2022, OFAC has continued to target Russian individuals and entities with
sanctions, as well as non-Russian entities targeted for engaging in transactions with or in
support of the Russian defense sector or other targeted sectors of the Russian economy.
Concurrently with the new sanctions targeting the energy sector and petroleum services, and
again on January 15, 2025, the U.S. imposed blocking (i.e., freezing) sanctions on dozens of
persons engaged in Russia's energy sector by identifying such persons on OFAC's List of
Specially Designated Nationals and Blocked Persons (the SDN List, and persons identified
thereon, SDNs). It is noteworthy that many of these new sanctions designations were
imposed pursuant to both EO 14024 and EO 13662 and, in many cases, OFAC re-designated
previously sanctioned persons under EO 13662. Unlike EO 14024, EO 13662 is a covered
authority pursuant to the Countering America's Adversaries Through Sanctions Act
(CAATSA). CAATSA mandates the imposition of sanctions in certain circumstances and
includes: (i) mandated procedures for the removal of sanctions in some cases; and (i)
provisions for the legislative override of sanctions terminations. Consequently, the double
designation of persons pursuant to EO 14024 and EO 13662 and/or re-designation of certain
already sanctioned persons to add designation pursuant to EO 13662 may have the effect of
making it more difficult for the Trump administration to unilaterally remove these sanctions.
Those targeted include a number of oil-carrying vessels, traders of Russian oil, and Russia-
based oilfield service providers, as well as increased sanctions on two major Russian oil
producers - PJSC Gazprom Neft and OJSC Surgutneftegas, and various of their respective
subsidiaries and affiliates.
These sanctions generally prohibit (absent authorization from OFAC) transactions or
dealings with a U.S. nexus (i.e., any U.S. persons or conduct occurring from, through, or
within the United States) in or involving: (i) such SDNs or any entities in which such SDNs
own an interest of 50% or more (directly or indirectly, individually or in the aggregate) (such
persons, Blocked Persons); and (ii) any property or interests in the property of such persons.
Additionally, non-U.S. persons may face some risk of being targeted with so-called “derivative
designation” sanctions (which include, among others, blocking sanctions) for materially
assisting, sponsoring, or providing “financial, material, or technological support” for, or goods
or services to, any SDNs or Blocked Persons targeted under EO 14024 and/or EO 13662.
Note that “financial, material, or technological support” is broadly defined under U.S. Russia
Sanctions and includes, among other things, “any transmission of value”
Also on January 10, 2025, OFAC issued several general licenses authorizing otherwise
prohibited transactions, subject to certain conditions, for varying periods of time. Among
other authorizations, OFAC has licensed the wind down of existing transactions involving
certain newly sanctioned persons as of January 10, 2025, until February 27, 2025.
Uncertainty around the Trump administration
The continuing escalation of sanctions detailed above were all implemented during the final
days of the outgoing administration and were broadly consistent with the sanctions policy of
the Biden administration with respect to Russia since 2022. The Trump administration may
pursue a different course. Although, as recently as January 22, 2025, President Trump
threatened Russia with additional sanctions, he and various members of the Trump
administration have also sounded more conciliatory notes regarding Russia. Most recently,
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the Trump administration entered into negotiations with Russia over the war in Ukraine, and
relaxation of at least some sanctions targeting Russia may be more imminent than appeared
even as recently as last week. According to reports released on March 3, 2025, the Trump
administration directed the U.S. Department of State and the U.S. Department of the
Treasury to draft a list of sanctions that could be eased. These reports state that U.S.
officials will discuss this list with Russian representatives during talks, to improve diplomatic
and economic relations between the United States and Russia. It is expected that any easing
of sanctions might focus on Russian “oligarchs.” It remains to be seen how the U.S.
sanctions policy targeting Russia will evolve in the coming months and years. Companies
and organizations with potential exposure to Russia and Russian-facing sanctions will need
to closely monitor ongoing developments.
EU sanctions: anti-circumvention and claims brought by Russian entities
The EU has continued to be active in expanding its Russia sanctions regime, introducing its
14th, 15th, and 16th sanctions packages in June 2024, December 2024, and February 2025,
respectively. A particular focus has been on sanctions circumvention. Protections have also
been put in place in response to an increasing wave of legal claims brought by Russian
entities against EU corporates. Further, enhancements have also been implemented as
regards the due diligence mechanisms. A particularly novel development has been a new
“best efforts” requirement on EU entities to ensure that their global subsidiaries do not
undermine the EU sanctions regime.
The “best efforts” requirement
Since Russia’s invasion of Ukraine in February 2022, the European Commission has
consistently and clearly emphasized, in its Frequently Asked Questions (FAQs), that EU
entities and persons are prohibited from using their non-EU subsidiaries to engage in
conduct that they themselves would be prohibited from directly undertaking. Such conduct
would amount to indirect breaches and/or circumvention of the relevant restrictions. While
persuasive, however, the FAQs are not legally binding and do not impose standalone legal
obligations. Moreover, the previous measures and this guidance are all based upon the
standard paradigm for the imposition of sanctions whereby prohibitions are introduced on
dealings with certain persons, sectors, or geographies.
Against this backdrop, and to further tighten the scope of the EU’s restrictions as
implemented in practice, the EU’s 14th package introduced a new “best efforts” requirement.
This requires EU entities and persons to use their best efforts to ensure that non-EU entities
which they “own” or “control” do not participate in activities which undermine the restrictions
set forth in Regulation (EU) No. 833/2014 (Regulation 833), the primary piece of EU
legislation laying out the EU’s sanctions against Russia. This development is novel in that it
imposes a positive legal obligation on EU entities to take steps concerning the activities of
their affiliates, which obligation could be breached via a failure or omission to take action (as
opposed to the usual situation where sanctions are infringed through engaging in some
prohibited act). The requirement is also novel in light of the likely territorial effects of the
measure and the conflicts of law issues that it can give rise to.
“Best efforts” are not defined in Regulation 833. The recitals to the 14th package suggest
that “best efforts” should be understood as “comprising all actions that are suitable and
necessary to achieve the result of preventing the undermining of the restrictive measures in
[Regulation 833]". Examples of such actions are provided, such as the “‘implementation of
appropriate policies, controls, and procedures to mitigate and manage risk effectively,
considering factors such as the third country of establishment, the business sector and the
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type of activity of the legal person, entity or body that is owned or controlled by the [EU]
operator.” This understanding is confirmed by the European Commission's FAQs published in
November 2024.

The “best efforts” requirement, introduced in both Regulation 833 and the analogous
Regulation (EU) No 765/2006 that sets forth the EU’s sanctions targeting Belarus by the EU’s
14th package, was also extended to Regulation (EU) No. 269/2014 (Regulation 269) in the
EU's 16th package. Regulation 269 sets forth the EU's asset freeze restrictions targeting a
range of Russian entities and persons.

These restrictions will continue to present challenges for many Western companies with a
continued presence in Russia. Russia has introduced a broad range of counter-sanctions
measures, preventing Russian entities from taking steps to comply with the sanctions
regimes of “unfriendly” countries. As a result, many corporate groups likely now face a
difficult conundrum whereby EU entities are required to use best endeavors to bring their
subsidiaries (including any Russian subsidiaries) into line with EU sanctions, but Russian
subsidiaries are prevented by local law from adopting policies in furtherance of EU sanctions.
The “best efforts” requirement has forced businesses to look closely at existing corporate
structures to decide how far the duty extends, the steps needed to comply, and how to
address potential conflicts of law. Notably, the distinction between the approach as (on its
face) worded in Regulation 833, and the associated recitals and FAQs would appear to be
helpful, suggesting that Member States should take into account the precise circumstances
of any particular activity and set of measures adopted.

Enhanced due diligence measures

The EU has also extended the requirement to include “no-Russia” clauses in contracts with
non-EU entities to sales, licenses, and transfers of certain intellectual property rights and
trade secrets. Guidance in this regard has been included in the European Commission's
FAQs.

Relatedly, the EU's 16th sanctions package requires EU operators selling certain “sensitive
goods” to third countries to implement due diligence measures to identify, assess, and
mitigate the risk of such goods being re-exported to Russia. This may go beyond the “no
Russia” clauses required thus far, in that it imposes a positive obligation to conduct due
diligence on customers. The European Commission has not, however, published any
guidance as to how the substance of any such due diligence measures should look. On its
face, though, and in the absence of clarificatory guidance, this new requirement has the
potential to become a very onerous obligation on EU operators.

Anti-circumvention measures

There have been several recent changes to the EU's position on anti-circumvention
measures.

For context, in 2011, the Court of Justice of the European Union (CJEU) issued a preliminary
ruling on the concept of circumvention under the EU’s sanctions against Iran (Criminal
proceedings against Mohsen Afrasiabi and Others [Case C-72/11]). The CJEU held that
‘circumvention” covered “activities which, under cover of a formal appearance which enables
[the operator] to avoid the constituent elements of an infringement of [the relevant
prohibition], nonetheless have the object or effect, direct or indirect, of frustrating [that]
prohibition.” The CJEU also noted that, for the purpose of the prohibition against
circumvention, the terms “knowingly” and “intentionally” imply “cumulative requirements of
knowledge and intent” (our emphasis in bold). These requirements could be met where a
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person is “aware that their participation may have that object or that effect and he accepts
that possibility.”

e The 14th package formally codified the CJEU’s exposition, expanding upon the prohibition
against circumvention in Regulation 833 to specify that circumvention includes “participating
in [prohibited] activities without deliberately seeking that object or effect, but being aware
that the participation may have that object or effect and accepting that possibility.”

e This materially lowers the threshold for triggering this offense. In many instances, decisions
as regards sanction-sensitive transactions will inevitably carry a degree of risk. Operators will
need to be more mindful than ever as to how they calibrate that risk and ensure that their
activities are legally robust.

e More broadly, in June 2023, the EU introduced the ability to designate, as EU asset freeze
targets, persons or entities that facilitate the circumvention of EU sanctions or that otherwise
significantly frustrate the EU’s anti-circumvention prohibitions (see our article here). This
authority was exercised in the EU’s 15th package, which included new designations of
various Chinese, Indian, Iranian, Serbian, and UAE entities as EU asset-freeze targets. The
16th package expands on this by also including new designations of various entities from
Kazakhstan, Singapore, and Turkey. Vessels from third countries which are used to
circumvent the G7 oil price cap or otherwise support the Russian energy sector have also
increasingly been targeted.

o Relatedly, the European Commission has provided additional, more expansive guidance
concerning circumvention. Recent FAQs highlight that participation in structures created to
avoid the effects of a person’s possible future designation may still constitute circumvention
once that person becomes designated. The mere participation in such a structure may
suffice to amount to a breach, even if no new assets reach or benefit the designated person.

o Knowledge, defense and due diligence

e Article 10 of Regulation 833 and article 2 of Regulation 269 provide that actions by EU
operators should not give rise to any liability if they did not know, and had no reasonable
cause to suspect, that their actions would infringe the EU’s sanctions. The 14th package
clarified that this defense cannot be invoked where an EU operator has failed to carry out
appropriate due diligence. Such due diligence should take into account publicly or readily
available information, be proportionate, and include various controls. At a minimum, EU
operators should:

o Screen all parties involved in a transaction. This screening should include both the
direct counterparty’s (e.g., customer’s) beneficial owners, as well as those of other
parties involved (e.g. upstream suppliers, service providers, banks, etc.).

o Assess the export control-related restrictions that may apply to the goods and
services being provided.

o Perform a risk analysis of the transaction. Relevant factors may include the
contractual protections included in the transaction documents, the rationale for the
transaction, the payment flows involved, the shipment route, the intended end-use of
the goods, and any risk that the goods may be diverted.

e Protection against claims by Russian companies
e Against the backdrop of an increasing number of claims brought by Russian entities against
EU operators, recent sanctions packages have introduced several protections for EU
operators who dealt with or have or had contractual relationships with Russian entities. Many
of these relationships would have existed prior to the invasion of Ukraine and are now being
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litigated as EU entities have ceased to make payments or deliveries, or provide services, to
Russian counterparties, resulting in claims.
First, new measures have been introduced to allow for companies relying on certain
provisions in the Russian Arbitration Code to be designated as transaction ban targets (with
analogous consequences as the existing transaction ban pursuant to Article 5aa of
Regulation 833). The Russian Arbitration Code has sought (as a matter of Russian law) to
bring disputes involving a Russian entity targeted by EU sanctions within the exclusive
competence of the Russian courts, effectively enabling Russian entities to sidestep EU
sanctions by lodging claims against EU operators before the Russian courts. To
disincentivize Russian entities from initiating proceedings in Russia, the 14th package
permits any entities which rely on these provisions to be designated as transaction ban
targets.
Second, the 14th package provided EU operators with an avenue to seek damages from
Russian and Russia-connected entities where losses are incurred as a consequence of
claims lodged with courts in third countries, in connection with any contract or transaction
the performance of which has been affected by EU sanctions. The 16th package even
broadened that avenue by clarifying that EU courts should be competent to hear such
claims. For this route to be available, the EU operator must not have “effective access to the
remedies under the relevant jurisdiction.” Recitals of the 16th package clarify that Union
operators can be regarded as being de facto deprived from having effective access to the
remedies under those domestic jurisdictions in situations where Russia or another third
country takes measures to frustrate compliance with EU sanctions regulations.
Third, the 14th package granted EU operators a right to seek damages from Russian and
Russia-connected entities if they benefited from the Russian authorities’ decision to seize
Russian assets owned or managed by investors associated with so-called “unfriendly foreign
states” (which include the EU Member States). The Russian authorities’ decision must be
illegal under international customary law or a bilateral investment treaty entered between an
EU Member State and Russia and, as above, the EU operators must also not have “effective
access to the remedies under the relevant jurisdiction.”
Fourth, the EU has taken steps under the Energy Charter Treaty (ECT) to deny claims made
by Russian and Belarusian investors. The EU and certain Member States have commenced
their withdrawals from the ECT, and the EU has also decided that protection under Part Ill of
the ECT will be denied to Russian and Belarusian investors.
Finally, the 15th package prohibits the recognition or enforcement in the EU of rulings issued
by Russian courts based on the Russian Arbitration Code. This prohibition was laid down in
response to the Russian Supreme Court’s decision in A40-214726/2023 (NS Bank v Lukolil),
which ruled that the Russian courts had jurisdiction to hear the claim despite the contract
between NS Bank and Lukoil stipulating that disputes would be subject to arbitration by the
London Court of International Arbitration.
Other aspects of the EU's 14th, 15th, and 16th sanctions packages
The EU has imposed a number of additional restrictions in its 14th, 15th, and 16th packages.
These include:
o Anexpansion of the EU’s trade-related restrictions to a wider range of goods.
o A prohibition on EU operators which are owned 25% or more by Russian persons
from transporting goods by road within the EU.
o New restrictions targeting Russian-origin LNG. The provision of reloading services for
the purpose of transshipment of Russian-origin LNG is now prohibited, as is the sale,
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supply, transfer, or export of any goods, technology, or services to Russian persons
and entities for the completion of LNG projects.

o Arestriction on EU entities operating outside Russia from directly connecting to the
Central Bank of Russia’s System for Transfer of Financial Messages (SPFS), as well
as transaction bans on non-Russian credit or financial institutions that use the SPFS,
thereby combating Russia’'s attempts to sidestep the G7 SWIFT restrictions by
creating a home-grown version of SWIFT.

o Atransaction ban on certain credit and financial institutions and crypto-asset
providers which are engaged in transactions that facilitate the export (etc.) to Russia
of goods targeted by the EU’s trade-related restrictions.

o A prohibition on EU intellectual property offices from accepting certain new
applications for trademark and patent registrations that are filed by Russian persons
and entities.

o Restrictions on the acquisition of shares by a Russian natural or legal person in
certain EU companies (specifically, road transport undertakings) beyond a 25%
threshold. This is a notable example of EU restrictions biting below the 50%
‘ownership” threshold.

o Atransaction ban on certain designated ports, locks, and airports in Russia used to
transport targeted goods.

We further note that Member States have until May 20, 2025 to transpose EU Directive (EU)
2024/1226, which seeks to harmonize sanctions enforcement across the EU. This Directive
seeks to address the disparity in sanctions enforcement between Member States by
harmonizing both the type of offense constituted, and the penalties that may potentially be
imposed as a result, for sanctions breaches across the EU. Member States, such as Poland,
have begun updating their criminal laws as a result, and companies should beware of
changing enforcement practice across the EU.
No new EU sanctions were announced on March 10, 2025 when the new EU Commission,
headed by President Ursula von der Leyen, summarized its achievements of its first 100 days
in office. However, despite suggestions of peace talks, we can expect further sanctions and
wider support measures as the EU continues pursuing its efforts to support Ukraine (seen
recently by the offer of a Ukraine support package to secure Ukraine's energy system
including its integration into the European energy market, or by proposing an agreement
between Ukraine and the Council of Europe for the establishment of a Special Tribunal for the
Crime of Aggression against Ukraine).
U.K. sanctions: enforcement and reporting
The U.K. has been less active than the EU in terms of introducing new measures. However, in
recent months, it has substantially bolstered its enforcement regime for trade sanctions and
placed an increased emphasis on combating sanctions circumvention. The U.K. has also
continued to add new designations of entities and individuals under the U K. sanctions
regime.
The launch of the Office of Trade Sanctions Implementation
On October 10, 2024, the Office of Trade Sanctions Implementation (OTSI) was launched. As
a sister body to the U.K. HM Treasury's Office of Financial Sanctions Implementation, OTSI's
focus is on enforcement of the U.K's trade sanctions. Its role involves investigating
suspected breaches of trade, aircraft, and shipping-related sanctions, monitoring
applications for trade licenses, and clamping down on circumvention of the U.K's export
controls.
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e In conjunction with OTSI's launch, the Trade, Aircraft and Shipping Sanctions (Civil
Enforcement) Regulations 2024 came into effect on October 10, 2024. These regulations
supplement existing trade, aircraft, and shipping-related restrictions by introducing new civil
enforcement powers, including the ability to impose monetary penalties on a strict liability
basis.

e Anti-circumvention measures

e Inalignment with the EU, the UK. has also sought to clamp down further on sanctions
circumvention. A large number of tankers which are part of Russia’s “shadow fleet”,
transporting oil and LNG to and from Russia, have now been designated as U K. asset-freeze
targets.

e (OTSI has published practical guidance to assist businesses with establishing adequate due
diligence policies and procedures. This guidance provides an illustrative list of goods that
face enhanced export control-related restrictions (e.g., industrial machinery) and sets forth a
range of jurisdictions that pose higher risks from a sanctions perspective (e.g., China, India,
and Uzbekistan). Businesses are encouraged to carry out enhanced due diligence in relation
to transactions with counterparties from these jurisdictions. While this guidance is not legally
binding, the approach set forth therein will inform OTSI's enforcement of the U.K's trade
sanctions.

e “NoRussia’ clauses

o “No Russia" clauses are contractual clauses which prohibit the buyer/importer of goods from
re-exporting items, directly or indirectly, to Russia. Such clauses seek to protect sellers from
becoming indirectly involved in a breach of sanctions or export controls. In contrast with the
EU regime, the U.K's Russian sanctions regime does not formally require exporters to include
such clauses in their contracts. Recent guidance from OTSI has, however, suggested that
such clauses will be regarded as best practice for due diligence. Template wording has also
been provided, which may be helpful as a starting point for exporters.

e Increasing pace of new designations; On February 24, 2025, the U.K. announced the largest
sanctions package against Russia since 2022, with 107 new designations. In summary:

o Targets include producers and suppliers of machine tools, electronics, and dual-use
goods for Russia’s military, including microprocessors used in weapons systems.
These are based in a range of third countries, including Central Asian states, Turkey,
Thailand, India, and China.

o The UK. Government added 67 new entries to the U.K. sanctions list, including over
30 entities.

o The UK. has also used for the first time its powers to impose sanctions on persons
who provide financial services, or make available funds, economic resources, goods,
or technology, to persons involved in obtaining a benefit from or supporting the
Russian government. For example, the Kyrgyzstan-based OJSC Keremet Bank has
been sanctioned.

o An additional 40 shadow fleet ships have been sanctioned, bringing the total number
of oil tankers sanctioned by the U.K. to 133.

Ten Burning Questions on the EU Omnibus & CSRD Reform (March 2025); The European
Commission’s proposals, part of the broader sustainability Omnibus package, aim to (1) delay
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implementation timelines (Postponement Proposal) and (2) narrow the CSRD's scope (Substantive
Proposal). These proposals still require approval by the European Parliament and Council.

1. Legal Impact Now?

e No immediate effect—existing CSRD rules and ESRS remain binding.
e Proposals signal future direction, influencing current compliance strategies.

2. New Reporting Timelines?
o Two-year delay for most entities, except:
o Wave 1: Must still report in 2025 (for FY2024).

o Non-EU parents: Still report in 2029 (for FY2028).
e Timelines could shift again depending on the Substantive Proposal outcome.

2025 2026 2027 |—{ 2028 2029
Timings in the Postponement |

Proposal
[ et vz

Timings currently in the CSRD

3. Substantive Changes to Scope

e Significant narrowing of reporting scope:

o Employee threshold raised from 250 — 1000 employees.

o SMEs (even public interest ones): Excluded.

o Non-EU parent reporting: Turnover threshold raised from €150M — €450M.
e Could exclude ~80% of companies currently in scope.

Proposed Changes to CSRD Scope by Reporting Article

Commission’s Proposed

Reporting Article Current Scope Changes
Article 19a - Large undertakings (e.g. 2250 employees) Raise employee
o : ) : threshold: 250 — 1000
(Individual - Small and medium-sized undertakings (SMEs)
: . o - Remove SMEs from
undertakings) that are public interest entities

scope
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Commission’'s Proposed

Reporting Article Current Scope Changes

Article 29a . - Parent undertakings of large groups (e.g. 2250 - Raise employee
(Parent undertakings of | hreshold: 250 — 1000
groups) employees across group) threshold: —

e L - Raise EU turnover
- Large subsidiaries, and SME subsidiaries that threshold: €150M —

are public interest entities, with a non-EU parent €450M
and EU turnover > €150M
- EU branches (turnover > €40M) linked to non- scope

EU undertakings exceeding €150M at group “Raise branch threshold:

level €40M — €50M

Article 40a
(Non-EU undertakings,
subsidiaries, branches)

- Remove SMEs from

4. ESRS Revisions Coming
Expected by end of 2027, for use from 2028:

Fewer data points, clearer structure.

Materiality guidance to be clarified.

"Value chain cap" introduced to limit data requests to smaller partners.
Existing ESRS still apply until then.

5. Taxonomy Reporting Eased

o Entities under €450M turnover: No longer subject to mandatory taxonomy reporting.
e Voluntary reporting allowed with relaxed criteria.
« Simplifications (e.g. thresholds, templates) coming by Jan 2026, pending consultation.

6. Legislative Process & Timeline

e Ordinary legislative procedure (avg. ~19 months), but Commission urges fast-tracking.
e Two-stage rollout:

1. Postponement of reporting dates.

2. Substantive amendments to scope and requirements.
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Stage one - CSRD Postponement Proposal:

Within the next few months, this is expected to be adopted at EU level (in current
or modified form), which would accord with the Commission’s proposal that
Member States must transpose the postponed timelines into national law

by 31 December 2025.

Within 4 months, the Commission should
adopt the new Voluntary Standards, which will
likely be based on the standard for SMEs
developed by EFRAG.

Stage two - CSRD Substantive Proposal: Within 6 months (or as soon as possible), the
During 2025 (and likely beyond), the Parliament and the Commission should substantively revise the first
Council will be working to adopt their positions on how the set of ESRS through adopting a Delegated Act.

CSRD should be amended substantively. The Parliament is Upon the entry This B intonded 1o be hiime for those

unlikely to adopt the Commission’s proposal without . ) .
modifications, and the Council may also take a different intoforce of undertakings...that would be required to start

position from the Parliament. thle):‘am;‘l'\dj.ng reporting under the CSRD in 2028 for financial
achies year 2027 to apply the revised standards”.

The co-legislators will need to eventually agree on how the
CSRD should be changed before jointly adopting the final
“amending Directive” into EU law. Within 12 months, Member States should
transpose the “amending Directive”

into national law.

7. Wave 1 Entities: Still On the Clock

e Must report in 2025.
e May not need to report in 2026—27, depending on adoption of Substantive Proposal.
o Entities with 501-1000 employees could be in-scope now, but out later.

8. Wave 2 & 3 Entities: Don't Get Complacent

o Postponement may be a red herring—Substantive Proposal may exclude them altogether.
o If Postponement isn't transposed by Dec 31, 2025 — 2026/2027 reporting still required.

9. Impact on Non-EU Groups

e Fewer non-EU groups expected to fall under CSRD scope due to raised turnover thresholds.
o But employee threshold for triggering Article 40a remains unchanged.
e Must reassess scoping status carefully.

10. Will Reporting Be Simpler?

e That's the goal: less data, clearer standards, capped obligations.

e But complexity remains, especially during the transition period.

e Overlapping scopes, uncertain timelines, and regulatory layering (e.g., CSDDD, CBAM) create
compliance challenges.

A recent survey by Kroll reveals growing concerns about financial crime risks in 2025, with nearly
75% of senior global financial services professionals expecting an increase, Mondovisione reported.
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Cybersecurity threats and data breaches are the top risk factors, cited by 68% of respondents. The
survey also highlights challenges in sanctions compliance and geopolitical risk preparedness.
Meanwhile, Europol has issued a warning about the role of Al in organized crime, stating that it
enables the creation of highly realistic synthetic media that can propagate violence and normalize
corruption, making criminal activities more precise and devastating, Fortune reported.

The FATF has recently launched three public consultations, as follows:

Payment Transparency — FATF Recommendation 16 requires financial institutions to
exchange information on who has sent and who is due to receive payments, allowing
financial institutions to identify suspicious transactions and law enforcement to trace cross-
border payments. The FATF is undertaking a major update to these standards for the first
time in a decade as part of the G20 roadmap to make cross-border payments faster, cheaper,
more transparent, and inclusive. The revisions aim to update the standard so that it reflects
developments in the global payments landscape and evolving illicit finance risks. The FATF
has launched a public consultation for feedback before it finalises the revisions. The public
consultation can be found here and is open until 18 April 2025. All responses should be sent to
FATE Publicconsultation@fatf-gafi.org.

Revisions to Recommendation 1 on financial exclusion — The FATF has recently updated
Recommendation 1, which aims to ensure countries apply a risk-based approach to their
anti-money laundering and counter-terrorism financing and proliferation financing measures.
The revisions put increased focus on proportionality and taking simplified measures in cases
of lower risk. The FATF has launched a public consultation on updating its financial inclusion
guidance, including to reflect the standard revisions. The public consultation can be found
here and is open until 4 April 2025. All responses should be sent to

FATE Publicconsultation@fatf-gafi.org.

Complex Proliferation Financing and Sanctions Evasion Schemes — The FATF is undertaking
a study aimed at improving country and private sector understanding of current Proliferation
Financing risks. The study will detail the evasion techniques used by those evading the
targeted financial sanctions. It will focus on providing a comprehensive up-to-date
understanding of typologies in complex sanctions evasion schemes relevant to proliferation
financing and identifying enforcement challenges and best practices. The public consultation
can be found here and is open until 21 March 2025. All responses should be submitted using
the following online form: link.

The new proxies: The EU's police agency Europol has warned that criminal organisations

increasingly use Al to stage attacks on behalf of hostile powers.

Took Effect Last Month
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March T, us Effective: SEC amendments updating requirements for electronic
2025 filing, submission, or posting of certain forms, filings, and other
submissions required of security-based swap dealers and major
security-based swap participants (awaiting publication in the Federal
Register).
March 1, Australia Three-month calculation period begins to determine whether the
2025 Brazil average aggregate notional amount of derivatives for an entity and its
Canada affiliates exceeds the lowest threshold for application or revocation of
EU initial margin requirements as of the next relevant compliance date of
Hong Kong either September 1, 2025, or January 1, 2026 (EU/UK/CHF).
India
Japan In the US, this calculation period only applies under CFTC regulations.
Korea
Mexico In Mexico, the corresponding compliance date is December 31, 2026.
Saudi Arabia
Singapore Brazil is daily and all others are month-end for March, April, and May
South Africa | average aggregate notional amount.
Switzerland
UK
us
March 10, us Comments due to the SEC on the CME application to register as a
2025 clearing agency to provide clearing services in U.S. Treasury
secondary cash market transactions and in repo agreements
involving U.S. Treasuries.
March 31, Japan Basel IlI: Implementation of revised credit risk, CVA, market risk
2025 (FRTB) for domestic banks not using IMM and ultimate parent
companies of a broker-dealer (limited to those designated by JFSA).
The JFSA has launched the public consultation to reflect certain
amendments based on the BCBS “Recalibration of shocks for interest
rate risk in the banking book” (IRRBB) and the relevant transition
measures (the comments will be accepted by 18 February 2025).
(the comment window is now closed)
March 31, Japan Basel lll: Expected implementation of revised credit risk, CVA, market
2025 risk (FRTB) for domestic banks not using IMM.
March 31, New FCA rules relating to the application of pre-trade transparency to
2025 trading venues using voice and RFQ trading and the pre-trade

transparency obligations for Systematic Internalisers in derivatives
will take effect. There will be no pre-trade transparency obligations for
Systematic Internalisers in derivatives from this date.
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Requlatory Outlook and Diary

Operational Resilience

1 January 2025 — UK CTP regime in force

17 January 2025 — DORA live date

Imminent — UK designation and oversight of CTPs

Imminent — EU designation and oversight of CTPPs

March 2025 - deadline for implementation of final UK operational resilience requirements for
regulated firms

2025 - PRA Consultation on cyber and ICT resilience

UK - Incident and third-party reporting no earlier than H1 2026

Capital Markets

Q1 2025 - Designated publishing entities regimes applies

Q2 2025 — EU Parliament and Council consider EC proposal on T+1 transition
Q2 2025 - FCA to publish PS on research payment optionality for fund managers
Q2 2025 - EMIR EU Active account requirement applies

Q2 2025 - ESMA to finalise fund liquidity RTS and guidelines under AIFMD |

Q3 2025 - FCA to engage with industry on UK AIFMD review

Q3 2025 - ESMA to finalise loan-origination fund RTS under AIFMD 1l

Q4 2025 - New bond and derivatives transparency rules apply

Digital Innovation

2025 - FCA consultations on cryptoasset framework
2025 - MiCAR national transitional periods

Q1 2025 - Al Act prohibited systems provisions apply
Q2 2025 - Al Act Code of Practice complete

Q3 2025 - Al Act genAl provisions apply

Reinforcing Governance

Q1/Q2 2025 - SM&CR consultation

Q2 2025 - FCA to set out next steps for rules on non-financial misconduct
Q2 2025 - Revised FRC Stewardship Code to be published

Q4 2025 - EBA to transfer mandates, powers and resources to AMLA

Accessing Markets

2025 - UK government may consult on extending the SDR regime to OFR funds
Q1 2025 - PRA potentially to draft proposal on a ‘concierge’ service

Q2 2025 - EMIR 3.0 EU active account requirements start to apply

Q4 2025 - UK-Swiss MRA approaches final implementation

2025 - PRA updated policy on bank TCBs — following CP 11/24

89



European London
Venues & Energy
Intermediaries Brokers'
Association Association

January 2026/27 — CRD6 requirements for bank TCBs apply

ESMA publishes overview of planned consultations for 2025; On 13 March, ESMA published an

overview of its planned consultations for 2025.

ok

The consultations relate to workstreams under the EU Listing Act, the Markets in Financial
Instruments package, EMIR 3, the review of the Alternative Investment Fund Managers
Directive, sustainable finance and investor protection. ESMA states that it will update the list
regularly.

CSDR Review: RTS on settlement discipline and tools to improve settlement efficiency - Q1
2025 (published)

EMIR 3: RTS on the list of documents and criteria for initial authorisation and extension of
activities - Q1 2025 (published)

EMIR 3: RTS on the list of documents and criteria for significant changes to CCP risks
models - Q1 2025 (published)

Listing Act: Guidelines on product supplements - Q1 2025 (published)

MiCA: Guidelines on criteria for the assessment of knowledge and competence - QT

2025 (published)

Securitisation: Revision of the disclosure framework for private securitisation - Q1

2025 (published)

the upcoming consultation papers and their publication timelines:

MiFID/R Review:
e Non-equity transparency (derivatives) - Q2 2025
EMIR 3:
e RTS on simulation tools and transparency by CCPs and CMs - Q2 2025 .
e RTSon client clearing fees and cost of clearing at different CCPs - Q2 2025
e RTS on CCPs admission criteria - Q2 2025.
e RTS on the clearing thresholds - Q2 2025
e CCPrequirements - Q3 2025
e RTS on extension of interoperability links to derivatives - Q4 2025
e RTS on post trade risk reduction services - Q4 2025
FASTER Directive:
e RTS on methodology for the calculation of market capitalisation and market
capitalisation ratio - Q2 2025
Investor Protection:
e Joint EBA/ESMA Guidelines on the assessment of suitability of management bodies
and key function holders - Q2 2025
e Technical advice to the European Commission on investor protection topics - Q4
2025
Sustainable Finance:
e RTS on Green Bond Regulation - Q2 2025
e ESG rating regulation — RTS on registration, separation of business and
methodological disclosures for ESG Rating Providers - Q2 2025

90


https://comms.aoshearman.com/e/rs06pfreix53a4q/fe7b1ab4-e6d2-466c-9075-394447e5493f
https://comms.aoshearman.com/e/rs06pfreix53a4q/fe7b1ab4-e6d2-466c-9075-394447e5493f

EVIA

European London
Venues & Energy
Intermediaries Brokers'
Association Association

6. Listing Act:

ITS on insider list

-Q2 2025

ESMA guidelines on the assessment by investment firms of research used

- 2026 (tentative)

Update to Guidelines on Prospectus Disclosure — 2026
9. AIFMD Review: Integrated reporting under AIFMD/UCITS review - Q2 2025

Forward Regulatory Calendar: Updated 075t April 2025 (updates highlighted)

April 0T,
2025

India

Go-live of India's initial margin requirements non-centrally cleared OTC
derivatives.

April 07,
2025

Japan

Proposed implementation date for UPI and Delta under the revised
Guideline on the JFSA reporting rules.

June 0T,
2025

June 18,
2025

July 1,2025

us

Three-month calculation period begins under U.S. Prudential
Regulations to determine whether the daily average aggregate notional
amount of derivatives for an entity and its affiliates exceeds the USD 8
billion threshold for application or revocation of initial margin
requirements as of January 1, 2026.

The UK Government has committed to take forward secondary
legislation to ensure that the temporary exemption for pension scheme
arrangements from the clearing obligation under UK EMIR does not
expire on 18 June 2025 and will remove any further time limit on the
exemption.

us

The Basel Il endgame proposal has an effective date of July 1st, 2025,
accompanied by a 3-year phase-in period for the new ERBA RWAs that
starts at 80% of total RWA and phases in incrementally each year until
July 1st, 2028.

July 1,2025

July 71,2025

EU

The European Commission has adopted an implementing decision to
extend the equivalence of UK CCPs to June 30, 2028. This decision
applies from July 1, 2025, providing for a seamless transition from the
temporary recognition of UK CCPs under the EMIR 2.2 framework, and
ensuring continued access to those CCPs for the timeframe necessary
for measures in EMIR 3 to improve the attractiveness and
competitiveness of EU clearing markets.

Mandatory clearing of New Taiwan Dollar Interest Rate Swaps will be
effective from July 1, 2025.
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July 25, Canada Compliance date of the Canadian Securities Administrators (CSA) rule

2025 amendments for over-the counter (OTC) derivatives trade reporting
(Amendments to Rule 91-507 Trade Repositories and Derivatives Data
Reporting, Companion Policy 91-507CP, Companion Policy 91-506CP,
CSA Derivatives Data Technical Manual).

Except for the reporting of the Unique Product Identifier (UPI) for
commodity derivatives (see Coordinated Blanket Order 96-933).

August 31, | South Korea | Expiry of the FSS exemption from margin requirements for noncentrally
2025 cleared equity options.
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September
01, 2025

us

Australia

Canada

Hong Kong

Korea

Singapore

Japan

Brazil

Saudi Arabia

India

South Africa

Under CFTC rules only, initial margin requirements apply to covered swap
entities with material swaps exposure (average (month-end) aggregate
notional amount from March, April, and May 2025 exceeding USD 8 billion).

Australia: Initial margin requirements apply to Phase 6 APRA covered entities
with an average (month-end) aggregate notional amount from March, April,
and May 2025 exceeding AUD 12 billion.

Canada: Under both OSFI and AMF guidelines, initial margin requirements
apply to Phase 6 covered entities with average (month end) aggregate
average notional amount from March, April, and May 2025 exceeding CAD 12
billion.

Hong Kong: Initial margin and risk mitigation requirements apply to HKMA Als
and SFC LCs with an average (month-end) aggregate notional amount from
March, April, and May 2025 exceeding HKD 60 billion.

Korea: Initial margin requirements apply to financial institutions with
derivatives exceeding more than average (month-end) aggregate notional
amount of KRW 10 trillion based on calculation from March, April, and May
2025.

Singapore: Initial margin requirements apply to MAS covered entities with an
average (month-end) aggregate notional amount from March, April, and May
2025 exceeding SGD 13 billion.

Japan: Initial margin requirements apply to JFSA covered entities with an
average (month-end) aggregate notional amount from March, April, and May
2025 exceeding JPY 1.1 trillion.

Brazil Initial margin requirements apply to financial institutions and other
entities authorized to operate by the Central Bank of Brazil which have an
average (daily) aggregate notional amount from March, April, and May 2025
exceeding BRL 25 billion.

Saudi Arabia: Initial margin requirements apply to covered entities belong to a
group whose average (month-end) aggregate notional amount of non-centrally
cleared derivatives from March, April, and May 2025 exceeds EUR 8 billion.

Initial Margin requirements apply to Domestic Covered Entities with an
average aggregate notional amount (AANA) of at least 60,000 crore and
Foreign Covered Entities with an AANA of at least USD 8 billion based on the
simple average of outstanding non-centrally cleared derivatives as at the end
of March, April and May of this year.

Initial margin requirements apply to a provider with average (month end)
aggregate notional amount from March, April, and May 2025 exceeding ZAR
8 trillion. (per amended rule pending finalization).
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September Indonesia Implementation of Indonesia initial margin and variation margin
01,2025 requirements for non-centrally cleared derivatives.
September EU Deadline for Member States to transpose the MiFID amendments
29,2025 published on March 8, 2024, into national law.
September EU ESMA shall submit draft regulatory technical standards to the
29,2025 European Commission with respect to the revised requirements for
transaction reporting and OTC derivatives transparency under MiFIR.
September Hong Kong | Finalized go-live of the updated HKMA and SFC OTC derivatives trade
29,2025 reporting regime.
September Deadline for development banks and corporates with average (month
30, 2025 end) aggregate notional amount from March, April, and May 2022 of
UDI 20 billion to comply with the margin requirements for uncleared
derivatives under Banco de México's Circular 2/2023.
October 27, | South Korea | Finalized go-live of UPI and CDE reporting (Phase 2)
2025
November us SEC: Regulation SBSR relief allowing a security based swap dealer to
08, 2025 report security-based swaps in a manner consistent with the swap
reporting rules of the CFTC is due to expire on November 8, 2025.
https://www.govinfo.gov/content/pkg/FR-2020-02-04/pdf/2019-
27760.pdf
November EU The CRR 2 IMA reporting requirements for market risk will be
15,2025 applicable from November 15, 2025 in the EU.
Should the EU keep January 1, 2026 as the start date for FRTB, these
reporting requirements will apply for a very short period of time.
However should the EU delay further, IMA reporting will be live until the
start date for FRTB becomes effective.
December us Expiry of extension of relief concerning swap reporting requirements
01,2025 of Part 45 and 46 of the CFTC's regulations, applicable to certain non-
US swap dealers (SD) and major swap participants (MSP) established
in Australia, Canada, the European Union, Japan, Switzerland and the
United Kingdom, that are not part of an affiliated group in which the
ultimate parent entity is a US SD, US MSP, US bank, US financial holding
company or US bank holding company. See CFTC Staff Letters No. 20-
37 and No. 22-14.
December New FCA rules on post trade transparency take effect.
01,2025
December Earliest date of initiation of selection process for Consolidated Tape for
29,2025 OTC derivatives under MiFIR
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December exico Annual compliance date for entities and investment funds to comply
31,2025 with the margin requirements for uncleared derivatives under Banco
de México's Circular 2/2023 if average (month-end) aggregate notional
amount exceeds UDI 20 billion from March, April, and May 2024.
January 01, A alia Basel Ill: Expected implementation of APRA FRTB and CVA risk (APS
2026 116 and APS 180) frameworks.
January 01, gapore With regards to the final Basel Ill reforms in Singapore, the output floor
2026 transitional arrangement of 60% will commence from 1 January 2026.
January 01, EU Expiry of the suspension of the BMR rules allowing EU supervised
2026 entities to continue to use non-EU benchmarks.
January 01, EU Start date for the CRR Il FRTB framework in the EU — following the
2026 adoption of the market risk delegated act on 24 July 2024 by the
European Commission, and the end of the scrutiny period on 24
October 2024. with a consultation expected in March 2025.
The European Commission has published a consultation on 24 March
setting out three options to address level playing field concerns for EU
banks — implement the rules as planned on 1 January 2026, delay by
one year until the start of 2027, and/or apply a set of targeted
amendments for a three-year period.
January 01, S\WivERCM Expiry of the two-year derogation from margin rules in respect of
2026 noncentrally cleared over-the-counter derivatives, which are single-
stock equity options or index options.
January 01, Under US Prudential Regulations only, initial margin requirements
2026 apply to covered swap entities with material swaps exposure (average
(daily) aggregate notional amount from June, July, and August 2025
exceeding USD 8 billion).
Initial margin requirements apply to counterparties with an average
EU (month
Switzerland | Initial margin requirements apply to counterparties whose average
(month-end) aggregate
Initial margin requirements apply to counterparties with an average
UK (month-end) aggregate notional amount from March, April, and May
2025 exceeding GBP 8 billion.
January 04, Expiry of the two-year derogation from margin rules in respect of
2026 noncentrally cleared over-the-counter derivatives, which are single-

stock equity options or index options.
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January 04, EU Expiry of the two-year derogation from margin rules in respect of
2026 noncentrally cleared over-the-counter derivatives, which are single-
stock equity options or index options.
EMIR 3.0 (expected to enter into force in Q4 2024 will make the
exemption permanent).
January 04, Expiry of the derogation from margin rules in respect of non-centrally
2026 cleared over-the counter derivatives, which are single-stock equity
options or index options
March 1, us Three-month calculation period begins to determine whether the
2026 UK average aggregate notional amount of derivatives for an entity and its
EU affiliates exceeds the lowest threshold for application or revocation of
Switzerland | initial margin requirements as of the next relevant compliance date of
Australia either
Canada
Hong Kong | September 1, 2026, or January 1, 2027 (EU/UK/CHF) or December 31,
South Korea | 2027 (MX). In the US, this calculation period only applies under CFTC
Singapore | regulations. In Mexico, it is only relevant to development banks and
Japan corporates. Brazil is daily and all others are month-end calculation for
Brazil March, April, and May average aggregate notional amount.
Saudi Arabia
Mexico
South Africa
India
June 017, EU Commodity dealers as defined under CCR, and which have been
2026 licensed as investment firms under MiFID 2/ MIFIR have to comply
with real capital/large exposures/liquidity regime under Investment
Firms Regulation (IFR) provisions on liquidity and IFR disclosure
provisions.
June 017, us Three-month calculation period begins under U.S. Prudential
2026 Regulations to determine whether the daily average aggregate notional
amount of derivatives for an entity and its affiliates exceeds the USD 8
billion threshold for application or revocation of initial margin
requirements as of January 1, 2027.
June 25, EU Member States shall transpose 'EMIR" Directive amending UCITS
2026 Directive, Investment Firm Directive and Capital Requirement Directive
as regards the treatment of concentration risk arising from exposures
towards CCPs.
July 06, 2026 New regulatory framework for commodity derivatives comes into

force in the UK.

96




EVIA

European London
Venues & Energy
Intermediaries Brokers'
Association Association

September 1,
2026

Under CFTC rules only, initial margin requirements apply to covered
swap entities with material swaps exposure (average (month-end)
aggregate notional amount from March, April, and May 2026
exceeding USD 8 billion).

Initial margin requirements apply to Phase 6 APRA covered entities
with an average (month- end) aggregate notional amount from March,
April, and May 2026 exceeding AUD 12 billion.

Under both OSFI and AMF guidelines, initial margin requirements apply
to Phase 6 covered entities with average (month-end) aggregate
average notional amount from March, April, and May 2026 exceeding
CAD 12 billion.

Initial margin and risk mitigation requirements apply to HKMA Als and
SFC LCs with an average (month-end) aggregate notional amount
from March, April, and May 2026 exceeding HKD 60 billion.

Initial margin requirements apply to financial institutions with
derivatives exceeding more than average (month-end) aggregate
notional amount of KRW 10 trillion based on calculation from March,
April, and May 2026.

Initial margin requirements apply to MAS covered entities with an
average (month-end) aggregate notional amount from March, April,
and May 2026 exceeding SGD 13 billion

Initial margin requirements apply to JFSA covered entities with an
average (month-end) aggregate notional amount from March, April,
and May 2026 exceeding JPY 1.1 trillion.

Initial margin requirements apply to financial institutions and other
entities authorized to operate by the Central Bank of Brazil which have
an average (daily) aggregate notional amount from March, April, and
May 2026 exceeding BRL 25 billion.

Initial margin requirements apply to a provider with average (month
end) aggregate notional amount from March, April, and May 2026
exceeding ZAR 8 trillion. (per amended rule pending finalization).

Initial margin requirements apply to covered entities belong to a group
whose average (month end) aggregate notional amount of
noncentrally cleared derivatives from March, April, and May 2026
exceeds EUR 8 billion.
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September 1,
2026

December
31, 2026

December
31,2026

December
31,2026

December
31,2026

January 1,
2027

January 01,
2027

January 24,
2027

India

China

Mexico

Singapore

Initial Margin requirements apply to Domestic Covered Entities with an
average aggregate notional amount (AANA) of at least 360,000 crore
and Foreign Covered Entities with an AANA of at least USD 8 billion
based on the simple average of outstanding non-centrally cleared
derivatives as at the end of March, April and May of this year.

Variation Margin requirements for non-centrally cleared derivatives
apply to financial institutions that are regulated and supervised by the
National Financial Regulatory Administration ("NFRA") and its local
agencies, and also the asset management products issued by the
aforementioned institutions.

Expiry of the temporary Intragroup Exemption Regime (TIGER) from
clearing and margin requirements

Expiration of temporary CFTC relief regarding capital and financial
reporting for certain non-US nonbank swap dealers (See CFTC Staff
Letter No. 22-10 and CFTC Staff Letter No. 21-20) *relief would also
expire  upon the Commission's issuance of comparability
determinations for the jurisdictions in question.

Initial and variation margin requirements apply (or disapply) to
development banks and corporates with average (month-end)
aggregate notional amount from March, April, and May 2025 of UDI 20
billion per Banco de México's Circular 2/2023.

Treasury clearing mandate goes into effect for eligible cash market
transactions

Extension of Compliance Dates for Standards for Covered Clearing
Agencies for U.S. Treasury Securities and Application of the Broker-
Dealer Customer Protection Rule With Respect to U.S. Treasury
Securities

With regards to the final Basel Ill reforms in Singapore, the output floor
transitional arrangement of 65% will commence from 1 January 2027.

Expected implementation of the Basel 3.1 standards.

Canadian Securities Administrators (CSA) jurisdictions issued
Coordinated Blanket Order 96-933 granting temporary exemptions
from reporting of the UPI for commodity derivatives under
Amendments to Rule 91-507 Trade Repositories and Derivatives Data
Reporting. The Blanket Order is effective on July 25, 2025, the date that
derivatives data reporting amendments come into force.

Al jurisdictions under CSA except for Ontario do not currently have an
expiry date. In Ontario, the Blanket Order currently expires on January
24,2027 due to statutory restrictions, and is able to be extended once
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June 30,
2027

August 12,
2027

January 1,
2028

January 1,
2028

January 1,
2028

January 1,
2028

January 1,
2028

January 1,
2028

June 30,
2028

January 1,
2029

for an additional period of up to 18 months. CSA expects the Blanket
Order to be revoked in all jurisdictions at an appropriate time.

Treasury clearing mandate goes into effect for eligible repo market
transactions.

sec.gov/files/rules/final/2025/34-102487.pdf

EU

CCP R&R (Article 96): The Commission shall review this Regulation
and its implementation and shall assess the effectiveness of the
governance arrangements for the recovery and resolution of CCPs in
the Union and submit a report thereon to the European Parliament and
to the Council, accompanied where appropriate by proposals for
revision of this Regulation.

Singapore

With regards to the final Basel lll reforms in Singapore, the output floor
transitional arrangement of 70% will commence from 1 January 2028.

Singapore

With regards to the final Basel lll reforms in Singapore, the output floor
transitional arrangement of 70% will commence from 1 January 2028.

Singapore

With regards to the final Basel lll reforms in Singapore, the output floor
transitional arrangement of 72.5% will commence from 1 January
2029.

China

Initial Margin requirements for non-centrally cleared derivatives apply
to financial institutions and their counterparties with an AANA of non-
centrally cleared derivatives exceeding RMB 500 billion for the end of
March, April, and May of the most recent year.

Initial Margin requirements for non-centrally cleared derivatives apply
to financial institutions and their counterparties with an AANA of non-
centrally cleared derivatives exceeding RMB 300 billion for the end of
March, April, and May of the most recent year.

Initial Margin requirements for non-centrally cleared derivatives apply
to financial institutions and their counterparties with an AANA of non-
centrally cleared derivatives exceeding RMB 60 billion for the end of
March, April, and May of the most recent year.

The temporary recognition of UK CCPs (LME, ICE and LCH) under the
EMIR 2.2 framework expires. Unless further addressed, following this
date, EU firms could not have access to the UK CCPs and would need
to relocate their clearing activities to EU CCPs. Under EMIR 2.2, ESMA
has also performed its tiering assessment, with LME becoming a Tier
1 CCP whereas ICE and LCH are considered Tier 2 CCPs.

Singapore

With regards to the final Basel Ill reforms in Singapore, the output floor
transitional arrangement of 72.5% will commence from 1 January
2029.

99



https://www.sec.gov/files/rules/final/2025/34-102487.pdf

European
Venues &
Intermediaries
Association

EVIA

LEBA

London
Energy
Brokers'
Association

FMSB Publications

Standard for Client Onboarding Documentation and
Processes

Statement of Good Practice Front Office Supervision of
Wholesale Traded Markets

Standard for Client Onboarding Documentation and
Processes — Annexes

Statement of Good Practice on Governance of
sustainability-linked products

Statement of Good Practice for the Front Office
Supervision of Wholesale Traded Markets

Pre-hedging: case studies

Standard for Sharing of Standard Settlement
Instructions (SSIs)

Statement of Good Practice for the application of a
model risk management framework to electronic trading

algorithms
Model Risk Management Framework for Algorithms

Standard for Client Onboarding: Documentation &
Processes

Compendium : Precious Metals Market Evolution

Conduct & Culture Ml

Data and Transparency in Precious Metals Markets
The 3 Lines Model: Risk Management Frameworks
Voluntary Carbon Markets: An Overview

Statement of Good Practice Trading Platform
Disclosures

Precious Metals Market Post-Trade
Behaviour-pattern Conduct Analysis (BCA)
Hybrid Working in FICC Markets

Annual Report 2022

Precious Metals Market Structure

Standard on use of Term SONIA reference rates
LIBOR Transition: Case Studies

Standard for the execution of Large Trades in FICC
markets

Measuring execution quality in FICC markets
Emerqging Themes: Algorithmic Trading

Statement of
Good Practice
Statement of
Good Practice
Statement of
Good Practice
Statement of
Good Practice
Statement of
Good Practice
Case Studies
Statement of
Good Practice

Statement of
Good Practice

Statement of
Good Practice
Transparency
Draft

Spotlight Review
Statement of
Good Practice
Spotlight Review
Spotlight Review
Spotlight Review
Statement of
Good Practice
Spotlight Review
Spotlight Review
Spotlight Review
Annual Report
Spotlight Review
Statement of
Good Practice
Spotlight Review
Statement of
Good Practice
Spotlight Review
Spotlight Review

19 December 2024
07 January 2024

19 December 2024
17 December 2024

07 October 2024
26 July 2024
12 July 2024

22 April 2024

22 April 2024

28 February 2024
12 September 2023
24 July 2023

05 July 2023
08 June 2023
29 September 2022

28 June 2022

17 June 2022
30 May 2022
30 September 2021
02 June 2021
18 November 2021

28 July 2021
20 April 2021
06 May 2021

07 September 2020
23 April 2020
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Monitoring FICC markets and the impact of machine

learning

Spotlight Review 03 August 2020

Statement of

Conflicts of Interest Statement 14 October 2019

Monitoring Written Communications

Good Practice

Staternent of 15 September 2017

Good Practice

The changing regulatory environment; In the December 2024 KPMG FS
Sentiment Survey, regulatory pressure overtook cost pressures to become one of
the top three concerns. 40% of FS leaders cited it as one of the greatest challenges
facing their business moving into 2025, compared to 29% last year. Multiple,
interlinked factors are contributing to regulatory change initiatives and resulting in
pressure on financial services firms — the world is changing, and regulators are
having to adapt.

e Evolving risks

o

o

o

Widespread geopolitical uncertainty is a key concern for firms as it may lead to
greater regulatory fragmentation. Although regulators continue to pledge support for
international cooperation, we are starting to see greater tailoring of requirements to
local markets and business models.

Increasing sophistication and volume of cyber-attacks is driving risk for firms given
large scale transformation programmes and greater adoption of cloud strategies,
digital platforms and online servicing.

Al will likely continue to move up the risk agenda as firms develop and deploy new
use cases. Model risks, lack of transparency, data biases and the correlation with
cyber risk will all drive increased regulatory focus in this area.

More broadly, growing reliance on technology is increasing interconnectedness and
has the potential to amplify and accelerate both positive and negative outcomes.

e Growth and competitiveness

o

Pressure is building on FS regulators to consider both growth and international
competitiveness in their work — to boost stagnant economic growth and create or
preserve local advantages.

This new agenda requires a shift in mindset for policymakers, marking a departure
from the post crisis, risk averse approaches of the last 15 years.

There have been some moves to reduce regulatory burden, and early indications of
more cautious approaches when considering supervisory interventions.

Recent announcements have focused on proposals to streamline existing
requirements and introduce more proportionate approaches for smaller firms.

It is too soon to say whether the changes that regulators are already implementing or
are proposing will make a material difference to the strength of the FS sector, and the
wider economy, or how long that might take.
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o It may take time for the benefits of reduced regulatory burden to be realised. Short-
term change may be needed as regulatory requirements are recalibrated and firms
adjust systems and processes accordingly.

e Aregulatory ‘pendulum effect'?

o There has been an easing of activity in some areas, as regulators pause to consider
whether policy is having the intended impacts and how to respond to new mandates.

o Inthe UK and EU, robust regulatory regimes are widely viewed as a competitive
strength and regulators will be keen to avoid a “boom-bust” regulatory cycle in which
rules are rolled back until market events precipitate a new crisis. However,
governments may press for further deregulatory measures.

o Itis possible that we have seen the last of the significant new frameworks and are
entering an era of more targeted initiatives. International competitive ness Growth vs
risk

o Firms will have a role to play in maintaining standards in a ‘lighter touch’ environment
— if policymakers see risks spiralling, the pendulum may swing back again
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Policy maturity and Embedding Implementing

Supervisory High High Moderate Low Moderate Maderate Moderate Moderate High

intensity

Global alignment Moderate Moderate, Moderate, Modsrate Minimal Moderate Moderate, NIA Moderate,
diverging High diverging diverging converging

Maintaining Financial Resilience Prudential regulators are finalising frameworks to support continuing
financial resilience. They remain vigilant to emerging risks, including increased interconnectedness and
vulnerabilities driven by structural changes in markets, such as the growing significance of PE, private
assets and NBFls, and are also being challenged to adopt more proportionate and dynamic approaches
to support growth.

e Regulatory Impact Score
o March2024 85
o October 2024 8.1
o March?2025 8.1
e The score remains elevated.
o Scope for completely new initiatives is less but there are still some final rules to
come, and policymakers are reviewing and updating existing approaches.
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Supervisory intensity is high, with thematic reviews and on-site inspections all
translating into continued pressure for firms.

Maturity stage: Implementing and reviewing

Supervisory intensity: High

Global alignment: Moderate, diverging

Capital and liquidity

o

Work continues to finalise and revise capital regimes. However, there is potential for
their effectiveness to be undermined by regulatory fragmentation. Liquidity and
funding models are under scrutiny to identify critical gaps and ensure that firms and
the wider sector would be able to withstand significant shocks. UK liquidity reporting
requirements are extending significantly for large insurers.

Solvent exit and wind-down planning

o

Bank resolution frameworks are well established, and UK regulators have shifted
emphasis to preventative approaches such BAU solvent exit planning, the latter now
extended to insurers. The EU Insurance Recovery and Resolution Directive is being
developed. For asset managers, there is continued supervisory scrutiny of the
credibility and operability of wind down plans.

Stress testing and macro-prudential oversight

o

Sector-specific stress tests continue to evolve including changes to the UK banking
timeline to reduce burden on firms, the much-resisted individual disclosure of core
life insurance scenarios and adopting a dynamic/'real life crisis’ approach for Gl firms
to crystalise the impact of management action. Scope is expanding to capture a
wider range of firms and to consider system-wide issues, for example through the
Bank of England’s SWES and the EU’s proposed macro-prudential framework.

Governance and risk management

o

Effective governance and risk management remain at the heart of regulatory
agendas. For banks, further improvements are expected in counterparty credit and
credit risk management/ measurement, with greater focus on higher risk and
vulnerable sectors. Risk data aggregation, regulatory reporting and model risk (see
also Al) continue to be supervisory priorities. For insurers funded reinsurance
remains a top regulatory concern. Board and executive accountability/ oversight,
including culture and the behavioural aspects of risk management, are also a focus.

Forward look & supervisory priorities:

o

There are important decisions to be made in relation to implementation of the final
Basel reforms for banks. Aside from these, the next six months are likely to be a
period of review and refinement, with new policy limited to targeted areas, including
to support the growth and competitiveness agenda. Policy updates will continue to
require action from firms and supervisory intensity is likely to remain high particularly
in areas such as funded reinsurance, regulatory reporting, transformation risk and
exit//wind-down planning.

Strengthening Operational Resilience; Operational resilience remains a key priority in UK and EU
supervisory work programmes. Instances of disruption, particularly relating to ICT, have again
demonstrated clearly the importance of resilience, not only of financial firms themselves, but also of the
third parties on whom they depend.
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Operational Resilience

e 1 January 2025 — UK CTP regime in force

e 17 January 2025 — DORA live date

e Imminent — UK designation and oversight of CTPs

e Imminent — EU designation and oversight of CTPPs

e March 2025 - deadline for implementation of final UK operational resilience requirements for
regulated firms

2025 - PRA Consultation on cyber and ICT resilience

e UK-Incident and third-party reporting no earlier than H1 2026

o Regulatory Impact Score

o March?2024 8.0

o October 2024 8.1

o March 2025 82

e The regulatory pressure score has again ticked up, putting it marginally ahead of Financial
Resilience. This reflects the criticality of operational resilience and increased supervisory
intensity, with DORA and all UK rules now in force, including the application of new
requirements for critical third parties in both the UK and EU.

o Maturity stage: Implementing and Embedding

o Supervisory intensity: High

o Global alignment: Moderate/High

e Cyberand ICT resilience

o The application of DORA from 17 January comprehensively addresses resilience
issues arising from ICT-related sources and aims to support reliance on digital
technology in the EU.

o Given the broad scope of the Act, many firms have needed (and may still need) to
make structural and strategic changes. Cyber risk remains high on regulators’
agendas, second only to geopolitical risk in the BoE's H1 2024 Systemic Risk Survey.

o Findings of the CBEST 2024 thematic review were published in December and
identified gaps in foundational cyber defenses among firms. In the second half of
2025, the PRA plans to consult further on expectations for the management of ICT
and cyber resilience risks.

o Resilience expectations — reporting

o With extensive operational resilience expectations now live in the EU and UK for a
wide range of regulated firms and other financial entities, attention has turned to the
specifics of reporting requirements.

o The BoE/PRA and FCA have consulted on Operational incident and outsourcing and
third-party reporting, including thresholds, formats and frequency — the proposed
implementation date is no earlier than the second half of 2026. In the EU, incident
reporting requirements are set out under DORA.

e Third parties and outsourcing

o Inthe UK, changes to FSMA give new powers to regulators which have now been
translated into a specific designation and oversight regime for CTPs, effective 1
January 2025. The UK requirements are broadly compatible with the provisions for
CTPPs in DORA.
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Forward look & supervisory priorities:

o With rules now fully applicable in both the UK and EU, supervisory intensity is likely to
ramp up as the effectiveness of embedding is tested. The PRA has set its sights on
firms looking beyond compliance to ‘resilience by design’ as a strategic priority.

Q.1 What are firms finding most challenging when trying to meet regulatory requirements?

o 1. Resilience capabilities are constrained by programme-centric approaches rather
than focus on BAU integration. This means limited ownership of the end-to-end
resilience lifecycle by BAU teams/appointed role holders.

o 2. Thereis limited engagement between regulated firms and their 3rd/4th parties to
understand/assess the resilience posture of any IBS dependent upon external 3rd
party services.

o 3. Maturity of scenario testing — the focus of most firms’ activities is still on desktop
simulations with conclusions based on SME judgement, rather than live testing of IBS
workarounds or substitutes, leveraging actual data to assess the firm’s ability to
mitigate any customer impact caused by the disruption.

o 4. We are seeing very few firms applying “resilience by design” principles or design
criteria to material change initiatives — especially where they impact IBS. This means
there is a risk that when changes goes live, the resilience posture of the IBS impacted
is neither maintained nor enhanced.

Q.2 How will new rules for critical third parties change the resilience landscape?

o Expect greater collaboration between regulated firms and their 3rd parties in ensuring
the resilience of the E2E supply chain. Also, increased transparency when it comes to
resilience vulnerabilities and proposed remediation activities.

o Increased amounts of testing activities involving both regulated firms and their 3rd
parties to truly understand the viability of any workarounds / substitutes to be
deployed in the event of a 3rd party disruption and what the impact will be on the
regulated firm's end-customers.

Reinforcing Governance Expectations; Supervisors continue to reinforce the need for good corporate
governance, including the effective management of conflicts of interest, embedding appropriate
accountability, robust oversight by non-executive functions and clear audit trails for decisions.

Reinforcing Governance

Q1/Q2 2025 - SM&CR consultation

Q2 2025 - FCA to set out next steps for rules on non-financial misconduct
Q2 2025 - Revised FRC Stewardship Code to be published

Q4 2025 - EBA to transfer mandates, powers and resources to AMLA

Regulatory Impact Score

o March 2024 6.9

o October 2024 6.4

o March 20256.5
There are some new rules on the horizon and there has been a slight increase in supervisory
focus on governance, resulting in a small uptick in the score.
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e Regulators are checking that firms are well managed and are considering emerging risks, as
the risk of market volatility and difficult economic conditions rises.

o Maturity stage: Implementing

o Supervisory intensity: High

o Global alignment: Moderate, converging

e Governance and accountability

o The UK will consult shortly on streamlining the SM&CR. This is expected to reform
aspects of the regime, including potentially removing the Certification component. In
Switzerland, the Federal Council has proposed a senior managers regime as part of
package of measures to improve the too-big-to-fail regime. More broadly, the FRC
has consulted on various changes to the Stewardship Code, including streamlining
and restructuring aspects of the reporting process

e AML/CFT

o The new AML directives and regulation are now in force in the EU alongside the
regulation establishing AMLA. 19 RTS/ITS are required, with the largest wave to be
issued by July 2026. As standards become available, firms will need to review and
digest them to be fully compliant by July 2027.

o Financial crime is one of four priorities in the FCA's latest five-year strategy, with it
looking to re-enforce international partnerships and data sharing to fight financial
crime. Supervisory teams are also alive to AML-related risks in growing sectors, such
as private assets.

e Culture, Conduct and Controls

o There continues to be high supervisory focus on firms' cultures and its resulting
impact on risk management, conduct of business and customer outcomes.

o The PRA has highlighted the need for bank boards and executives to consider where
risk culture may be the root cause of material weaknesses in firm's control
environments. The FCA has increased its focus on firms" handling of non-financial
misconduct.

o Insupervisory letters, the FCA has emphasised that although a positive culture is an
important driver of good conduct, it needs to be complemented by a robust control
environment that detects and prevents harm from occurring and penalises
undesirable behaviour.

o The ECB's consultation on a new Guide on governance and risk culture, including
clearer supervisory expectations and observed good practices, closed in October
2024 — final publication is awaited.

o The FCA and PRA have shelved plans to publish new rules on Diversity, Equity and
Inclusion, citing the need to avoid duplication with other in-progress initiatives and
unnecessary costs. Meanwhile, the FCA has delayed the publication of new rules on
non-financial misconduct and will set out next steps by the end of June.

e Q.1 Why does culture play such an important role in the governance of financial services
firms?

o Culture pervades all aspects of how a firm does business. As shown by historic
issues, a poor culture can result in bad customer outcomes, regulatory or
reputational risks, or higher staff turnover. The culture of an organisation frequently
determines what people do when they are unsure what the right course of action is or
when no-one is looking. Its importance should therefore not be underestimated.
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Q.2 What are firms finding most challenging in relation to embedding a sound culture in their
business?

o

Firms often think training is the answer to culture, particularly regarding compliance
and risk culture. They struggle to fully understand the psychology of change and
believe that if you tell people to do something they will. Giving people knowledge does
not necessarily mean they will behave differently. This is exacerbated by telling
everyone everything rather than tailoring to what is important to different roles.
Furthermore, training is only one driver of culture, to have a strong organisational
culture that is fully embedded requires consideration of other drivers such as tone
from the top and the middle, incentivisation and performance management, clarity of
roles and responsibilities and appropriateness of governance and M.

Q.3 What are the key factors that firms can use to drive a customer-centric culture under the
Consumer Duty?

o

The starting point is business leadership creating a vision for what customer
centricity means and sharing that through both their words and actions.

Then purposefully designing the way people do work with this in mind, giving people
a physically and psychologically safe environment where they are able to admit to
mistakes and they can be fixed.

Customer-centric organisations help colleagues to find their own personal purpose in
what they do; aligned to the organisational purpose. They give them a sense of
ownership in their role and give them an opportunity to grow and develop. This is
important in such a rapidly evolving world.

Q.4 Are there ways that firms are measuring their culture in practice?

o

There are no direct measures of culture. However, firms can build a view by creating
frameworks that evaluate how mature the drivers of culture are, the impact of the
culture (e.g. CX scores), and a view on the cultural traits and behaviours that exist
within an organisation. This can be achieved through surveys, perception and
observation

Accessing Markets; Market access arrangements are now well established between the UK and EU.
However, some firms are now rationalising or reviewing their post-Brexit operating structures, put in place
quickly to preserve market access. In the meantime, supervisors are still looking at local substance and
the degree of delegation and outsourcing to entities outside their reach.

Accessing Markets

2025 - UK government may consult on extending the SDR regime to OFR funds
Q1 2025 - PRA potentially to draft proposal on a ‘concierge’ service

Q2 2025 - EMIR 3.0 EU active account requirements start to apply

Q4 2025 - UK-Swiss MRA approaches final implementation

2025 - PRA updated policy on bank TCBs — following CP 11/24

January 2026/27 — CRD6 requirements for bank TCBs apply

Regulatory Impact Score

@)
@)

March 2024 5.6
October 2024 5.5
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o March2025 54
e Since the last Barometer, market access arrangements have been extended and slightly
relaxed in the context of clearing and third country branches respectively — resulting in
another small drop in the impact score.

o Maturity stage: Mature/BAU

o Supervisory intensity: Moderate

o Global alignment: N/A

e Third country branches

o The PRA has removed the requirement for insurance third country branches to
calculate and report capital requirements, enhancing the attractiveness of the UK
regime. ‘Broad equivalence’ of the home jurisdiction’s supervision regime will be
factored into authorisation and on-going supervision decisions. A final PRA policy
statement on bank third country branches, following CP11/22, is pending — new rules
will apply under CRD6 in the EU from January 2026 and 2027.

o Cross-border services and fund marketing

o Applications and landing slots for the UK’s Overseas Funds Regime are now in full
swing, with the regime having opened towards the end of 2024. The UK government’s
consultation on the application of SDR and labelling for OFR funds is still awaited.

o Regulated markets and clearing

o The European Commission has extended equivalence on a time-limited basis for UK
CCPs from June 2025 until June 2028. In the meantime, the EU’s intention is to use
the time to build up EU CCPs’ capacity via the active account requirements in the
EMIR 3.0 package which apply from June 2025.

o Delegation of portfolio management

o Apart from the introduction of the EU's AIFMD Il package from April 2026, there are
no additional short-term developments to note that are expected to impact on the
requirements for delegating portfolio management. The medium-term impact of the
new rules (including reporting obligations) under AIFMD Il and corresponding
supervisory activity remains to be seen.

o Forward look & supervisory priorities:

o The PRA is exploring a ‘concierge service’ for new inbound foreign firms to help them
navigate the market when thinking about locating new business in the UK. The UK
government has expressed support for such a service to attract international
investment. More generally, UK and EU supervisors will continue to focus on the
‘substance’ of individual legal entities and whether they have sufficient resources and
expertise to perform their activities.

e Q.1 Why is the UK-Swiss MRA important?

o The MRAis a landmark agreement that allows cross border market access based on
regulatory deference. It will bring new opportunities, particularly for the insurance and
private banking/wealth management sectors. The MRA is expected to be fully
implemented and enter into force in early 2026, so firms should review how to best
take advantage of the strategic and operational opportunities it offers.

¢ Q.2 What are the most impactful new market access possibilities for firms?

o Forinsurers, the key beneficiaries will be wholesale general (re)insurers — in particular
the London Market — and insurance intermediaries. Private banks and wealth
managers will be able to access sophisticated retail customers who have more than
GBP/CHF 2 million in net assets.
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Q.3 What do firms expect from policymakers?

o Theimmediate focus should be on a swift implementation of the MRA, including
clear regulatory and supervisory guidance for firms on how the cross-border market
access arrangements will operate in practice. Looking ahead, there may be exciting
opportunities to build on the scope of the MRA further, including for example in
relation to the regulation of sustainable finance.

Q.4 What will firms find most challenging when preparing to make use of the new
arrangements?

o Firms should consider how the MRA's commercial opportunities align with their
strategic objectives and growth ambitions, and reflect on the potential for increased
competition in the sector. They will need to consider carefully their cross-border
distribution strategy and implement an operating model that joins together sales and
marketing teams, overseen by relevant governance structures. Key to success will be
balancing centralised pools of expertise with local understanding of customers’
needs.

Growing Capital Markets; Capital market regulations implemented post-GFC continue to go through a
period of amendment due to reviews in the EU and by international bodies, and tailoring to the UK market
post-Brexit.

Capital Markets

Q1 2025 - Designated publishing entities regimes applies

Q2 2025 — EU Parliament and Council consider EC proposal on T+1 transition
Q2 2025 - FCA to publish PS on research payment optionality for fund managers
Q2 2025 - EMIR EU Active account requirement applies

Q2 2025 - ESMA to finalise fund liquidity RTS and guidelines under AIFMD Il

Q3 2025 - FCA to engage with industry on UK AIFMD review

Q3 2025 - ESMA to finalise loan-origination fund RTS under AIFMD |l

Q4 2025 - New bond and derivatives transparency rules apply

Regulatory Impact Score

o March 2024 7.5

o October 2024 7.5

o March2025 7.4
There is a slight drop in regulatory impact score as it is clearer what regulatory change firms
need to implement now that reviews have been finalised, and there is still some time to
implement the changes.

o Maturity stage: Implementing
o Supervisory intensity: Moderate
o Global alignment: Moderate

Public markets
o Policymakers and regulators are now waiting to see whether reforms to listing and
investment research rules will invigorate UK and EU primary public equity markets. In
secondary markets, changes to trade and transaction reporting emanating from the
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MiFIR (EU) and Wholesale Markets Review (UK) are gradually getting finalised and
firms will need to start updating their systems.
Market infrastructure

o Thetendering process has started both in the UK & EU for consolidated tapes of
bond market data which should lead to more efficient markets. The EU Council and
Parliament have provisionally agreed that non-significant benchmarks should no
longer be in the scope of the EU Benchmarks Regulation. However, users of
benchmarks may still look for some assurance of quality and integrity.

Private markets

o Inthe UK, the introduction of a new type of trading venue called PISCES is an
example of how regulators are trying to use the growth of private markets to
contribute to economic growth. In addition, LTAF and ELTIF launches are quickly
accelerating. However, regulators also want greater transparency in private markets
and more robust approaches to private asset valuation and conflicts of interest.

Fund liquidity management

o 10SCQO’s Q4 2024 consultations on updating its liquidity management
recommmendations reflect the final outstanding global policy changes planned
following March 2020 market events. Regional and national regulators are
implementing their own rules — such as detailed rules and guidance on liquidity
management tools under the EU’'s AIFMD 1.

Forward look & supervisory priorities:

o Consensus has been reached across Europe (EU, UK and Switzerland) to move to
T+1 settlement in October 2027, with policymakers now making the required
legislative changes.

o Supervisory priorities letters across the wholesale sector show the FCA is focused on
operational resilience, including the resilience of third parties, change management
and incentives (i.e. remuneration) and controls around conduct.

o The PRA continues to be concerned about banks’ ability to manage their counterparty
risk exposure to private equity. The FCA has just completed a significant review of
private asset managers'’ valuation practices and will launch a new review on conflicts
of interest later this year.

Q.1 What are wholesale firms finding most challenging in the current regulatory
environment?

o Supervisors continue to focus on the effectiveness of firms' trading controls,
especially given the continued volatility in markets. Firms are struggling to find the
right level of granularity of trading controls. Writing specific mandates and risk limits
for individuals could appear attractive but may lead to complexity and not be
practical or helpful in reality.

Q.2 What impact is EU:UK divergence having on the way firms approach regulatory
compliance?

o The results of reviews of wholesale markets regulation (EMIR, MiFIR, Benchmarks
Regulation) are being implemented in both the UK and EU, posing challenges to firms
as there are differences in both detail and timing. Therefore, unfortunately, firms will
need to do impact assessments for both jurisdictions but could look to have a
consistent assessment methodology to highlight common changes that can be
made.

Q.3 What are regulators’ focus areas for asset managers in the wholesale context?
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o Insome respects, these are similar to the priorities for sell-side firms e.g., the quality
of transaction reporting. But given the growth of the fund industry, for several years
there has been a specific emphasis on the robustness of fund liquidity risk
management. Risks associated with leverage, for example in hedge funds or pension
funds. are also likely to feature increasingly in the regulatory agenda.

Q.4 What regulatory challenges can firms change into commercial opportunities?

o Themove to T+1 settlement across Europe will impact firms across the sector, sell
side, buy side and financial market infrastructure. Firms can use the transition as an
opportunity to upgrade legacy post-trade systems and processes, increasing
efficiency and reducing risk and operational costs.

Enabling Digital Innovation; Innovation introduces novel risks which could pose a threat to consumer
protection and, on a wider scale, to financial stability. Regulators are now more advanced in the
development of relevant frameworks, with some key components already going live.

Digital Innovation

2025 - FCA consultations on cryptoasset framework
2025 - MiCAR national transitional periods

Q1 2025 - Al Act prohibited systems provisions apply
Q2 2025 - Al Act Code of Practice complete

Q3 2025 - Al Act genAl provisions apply

Regulatory Impact Score *
o March2024 7.0
o October 2024 7.3
o March?2025 7.7
The score has again increased largely due to additional components of EU frameworks going
live, including additional Level 2 guidance. In the UK, with specific rules yet to be finalised,
regulators consider that, for now at least, existing principles-based frameworks are sufficient
to manage some current use cases. Regulatory pressure is being driven by need for firms to
proactively adjust their risk management processes as adoption ramps up.
o Maturity stage: Developing and Implementing
o Supervisory intensity: Low, increasing
o Global alignment: Moderate
Crypto-assets and CBDCs
o The EU’'s Markets in Crypto-Assets Regulation (MiCAR) now applies fully and firms
will need to navigate the patchwork of national transitional regimes until July 2026.
The UK continues to consult on all elements of its framework, with final policy
statements expected in 2026. Sandboxes for trading/settling digital securities are live
in both the EU and UK, but low participation is causing concern amongst regulators.
Meanwhile, the ECB and BoE are progressing retail CBDC pilots, with launches
possible by 2026 at the earliest, and are investigating wholesale options.
Al and machine learning
o The EU's prescriptive Al Act has entered into force with rules for generative Al
applying from August 2025. Complementary FS guidance will continue to be
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published by the ESAs. The UK is pursuing a flexible, principles-based approach with
no new regulatory frameworks in the short term. However, some highly-targeted rules
are possible in the future

e Data sharing

o Regulatory and geopolitical concerns persist over concentration risk and increasing
dependence on a small number of US providers for Cloud, Al and digital wallet
services. A deal between lawmakers and governments on the Financial Data Access
Bill (FIDA) is still pending and is representative of the underlying tension between the
desire for innovative products and the unlevel playing field with BigTech. In the UK,
digital wallets are viewed as playing a key role in the development of Open Finance.
As their use grows, regulators are assessing how to balance opportunities with
potential competition, consumer protection and operational resilience risks.

e Forward look and supervisory priorities:

o Regulators are concerned about increasing use of third-party providers and whether
appropriate change management is being applied when transitioning to new
technology solutions. Supervisors are increasingly leveraging technology and are
supporting the development of industry-led RegTech solutions.

Capital Markets and Market Structure

Reference
period for REf?
P MNumber of pRenbes ol CPs under petiod oy

Category Classes of derisatives subcategories most rele /ant FUR 100 CPs on_:r_EUR
of subcategories billion per 100 billion
derivatizes fear per jear
EUROTC | Fixed-to-float interest
IRD rate swaps 12 5 6 months 1 month

Forward rate

agreement 12 ) 6 months 1 month

Overnight index swaps 12 3 6 months 1 month
PLN OTC | Fixed-to-float interest
IRD rate swaps 1 1 12 months 12 months

Forward rate

agreement 1 1 12 months 12 months

ETD with an underlying

of 3 months interest

rate referenced in
EUR STIR | Euribor 4 4 6 months 1 month

ETD with an underlying

of 3 months interest

rate referenced in

€STR 4 4 12 months 6 months

The UK's New Transparency Regime for Bonds; Key points from FCA Policy Statement on
improving transparency for bond markets; Policy Statement 24/14

e The transparency scope continues to apply to all bonds traded on a UK trading venue
(TOTV).
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However, going forward, instead of performing transparency calculations, the FCA will use a
set of features considered reliable proxies for a bond’s liquidity: these are (i) type of issuer
(sovereign or corporate); (ii) country of issuer; (iii) issuance size; (iv) time to maturity; (v)
currency of issuance; and (vi) credit rating (investment grade (IG) or high yield (HY)).
Consequently, the FCA will discontinue its transparency calculation system, Financial
Instruments Transparency System (FITRS).

Pre-trade transparency will only apply to trading venues in respect of the following trading
systems: continuous auction order books, quote-driven trading systems and periodic auction
trading systems.

Investment firms will no longer be subject to pre-trade transparency for trading bonds OTC.
Further, from 31 March 2025, ahead of the start of the new regime in December 2025, trading
venues will no longer need to apply pre-trade transparency to voice and RFQ trading and
systematic internalisers will no longer need to make public quotes.

For post-trade transparency, real time reporting means as soon as technically possible and
no later than 5 minutes from execution. Package transactions and portfolio trades have a
longer maximum real time reporting definition of 15 minutes, due to the potential for
operational complexities in reporting.

The FCA has recalibrated the transparency thresholds with three post-trade LIS thresholds
and deferral durations. For pre-trade, an LIS waiver for orders will be the same threshold as
the LIS threshold applicable to that instrument for post-trade deferrals.

The FCA will select the UK bond consolidated tape provider (CTP) in H1 2025. The new rules
start from 1 December 2025 and the CTP is expected to go live at some point thereafter,
most likely around October 2026.

UK MIFR Resources:

Vii.

What:

Summary Note: FCA PS24_14: Policy Statement for Improving transparency for bond and
gsrivatives markets; 05Nov2024.pdf

FCA; PS24 14; Policy Statement for Improving transparency for bond and derivatives
markets: 05Nov2024.pdf

@ FCA Bond Thresholds under Revised RTS2; 20Feb2025.xIsx

EVIA Response to FCA CP23_32: Improving transparency for bond and derivatives
markets; 06 March 2024.pdf
ISDA-and-AFME-Response-to-FCA-on-Transparency-of-Enforcement-Decisions.pdf
Bringing Transparency to the Post Trade Landscape; FCA Changes One Month Later;
QPJune2024.pdf

Note; FCA Stephen McGolderick Comments on Transparency Framework to EVIA Monday
Strateqy Call; 17June2024.pdf

The outcome we seek is more proportionate and better calibrated transparency for bond and
derivative markets, with requirements tailored to different asset classes and market structures. We
aim to deliver:
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e Greater transparency, in terms of timeliness and content of the information, for those
financial instruments which would benefit most from increased disclosures, which will in turn
support market liquidity.

» Alower cost of complying with the transparency regime for trading venues and investment
firms. We also expect that by discontinuing FCA FITRS we will make a better use of our
resources.

e Adequate protection to market makers when providing liquidity to clients.

» Improved post-trade data will also support the creation of a CT for bonds in the UK. All of
which will contribute to a more resilient system that enables well-functioning markets in both
normal and stressed market conditions.

Measuring success

¢ We intend to undertake a formal post-implementation review of the effect of the new regime
based on the first 6 months of data after application of the new rules.

e This should provide enough evidence to assess the calibration of the new regime, and for
participants to have developed informed views, while enabling a timely policy reaction if
further refinement is needed.

How:

A Transparency Firm: a person who is either:

(1) atrading venue operator; or
a. a UK operator of a trading venue; or
b. an overseas firm which operates a trading venue from an establishment in the UK.
(2) atransparency investment firm.
a. a MiFID investment firm, except a collective portfolio management investment firm;
or
b. athird country investment firm subject to GEN 2.2.22AR, who deals on own account
or executes orders on behalf of clients.

The transparency instruments to which this chapter applies are categorised as category 1 instruments
or category 2 instruments.

Category 1 instruments:

e bonds traded on UK trading venues;
e certain derivatives subject to the clearing obligation.

Category 2 instruments:
e emission allowances, Structured Finance Products, other debt securities such as exchange

traded commodities and exchange traded notes, and derivatives,
e and derivatives that are not in Category 1.
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Transparency Regime Summary

Category Trading Venues Investment Firms
Category 1 and 2 Category 1 and 2
Pre-trade f[ransparency applies depending on market No obligation
characteristics

Pre-trade

Waivers available for Large in Scale (LIS) orders and
Order Management Systems

Minimum size of LIS orders set in the Handbook

Post-Trade Reporting Requirements

Category Trading Venues Investment Firms
Real-time reporting unless the trade is above the relevant

Category 1 [ LIS threshold. The size of LIS thresholds and the No obligation to report.
maximum length of the deferral are set in the Handbook.
Post-trade transparency set by the trading venue in line .

Celegay 2 with criteria set out in the rules. N @ligEilion (o r2per

Category 2 instruments — trading venue operators only (FCA 2024/38;11.5.2 R)

1. Atrading venue operator may defer the publication of post-trade transparency information
relating to transactions in category 2 instruments where it considers such deferral to be
necessary for the purposes of achieving efficient price formation and fair evaluation of such
category 2 instruments.

2. Atrading venue operator must have regard at least to the factors set out in MAR 11.3.4R(1)
to (5) in considering whether it would be necessary for the purposes of achieving efficient
price formation and the fair evaluation of category 2 instruments to:

a. defer the publication of post-trade transparency information and, if so, the duration of

such deferral; or

b. apply size thresholds to such transactions and, if so, what the thresholds should be.
3. Atrading venue operator must establish, implement and maintain an internal process or
rules for determining the applicable deferral size thresholds, durations and type of post-trade
transparency information, the publication of which it will defer, under (1), in respect of
category 2 instruments.
4. Atrading venue operator must publish in its rulebook the rules or processes it adopts to fulfil
(3) before it implements them.
5. Atrading venue operator must promptly inform the FCA of any significant breaches of the
process or rules in (3) which give rise to a material risk of price distortions in, or unfair
valuations of, category 2 instruments.

MAR 11.3.4,R
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In determining the appropriate size thresholds and any other characteristics applicable to those
orders or actionable indications of interest in category 2 instruments for which it will not publish pre-
trade transparency information under MAR 11.3.3R(2), in compliance with the pre-trade
transparency requirement in MAR 11.2.1R, the trading venue operator must have regard to at least
the following factors:

1. thelevel of liquidity in the category 2 instrument, including whether there are ready and
willing buyers and sellers on a continuous basis and the number, type and ratio of market
participants active in the particular category 2 instrument;

2. any other characteristics of the category 2 instrument, including the extent to which it is
traded in a standardised or frequent way and the average size of spreads, where available;

3. any disincentivising effect on those who wish to provide capital or otherwise to facilitate
larger trades in the category 2 instrument;

4. any negative effect on the fair and orderly trading of the category 2 instrument on the trading
venue operated by the trading venue operator; and

5. the nature and extent of public information that would assist firms to fulfil their best
execution obligations in COBS 11.2 to COBS 11.2B, including the MiFID Org Regulation.

MAR 11.3.5;G

The waivers in MAR 11.3.1R apply in respect of all transparency instruments regardless of size. MAR
11.3.2R contains the rules regarding size waivers for category 1 instruments and MAR 11.3.3R and
11.3.4R contain the rules regarding size waivers for category 2 instruments.

MAR 11.3.6; R

A trading venue operator that is planning to use a waiver set out in MAR 11.3 must notify the FCA of
this in advance.

11.1.3 R; Exceptions
This chapter does not apply in respect of the following transactions:

(1) transactions listed in article 2(5) of MiFID RTS 22; or
(2) transactions where the counterparty is a relevant organisation, and where:

a) the transaction is entered into in the performance of monetary, foreign exchange and
financial stability policy which the relevant organisation is legally empowered to pursue;

b) FCA 2024/38 the relevant organisation has given prior notification to the transparency
firm that the transaction is exempt; and

c) the transaction is not entered into by the relevant organisation for the performance of an

investment operation connected with:

() the management of its own funds;
(ii) administrative purposes or for the staff of the member of the relevant organisation,
including in the capacity of administrator of a pension scheme for its staff; or
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(ii) its investment portfolio pursuant to obligations under national law.

11.46 R &11.4.7 Gon RCB

* A transparency firm must give access, on reasonable commercial terms and on a non-
discriminatory basis, to the arrangements they put in place for the publication of post-trade
transparency information.

e Trading venue operators and transparency investment firms which are systematic internalisers
should refer to MAR 9A for the FCA rules regarding access to trade data.

SOVEREIGN AND OTHER PUBLIC BONDS
[ssue DEFERRALS
Asset Class Issuer size Maturity Real-Time LIS 1 (1 Day) LIS 2 (2 Weeks) LIS 3 (3 Months)
Trades Volume Trades Volume Trades Volume Trades Volume
84% 12% 93% 40% 99% 1% 99% 1%
< 5years
<=£15m >£15m > £50m > £500m
France,
Germany, 5_<15 72% 12% 85% 31% 94% 1% 99% 1%
Sovereign Bonds Italy, 2 £2bn years
Spain <=£10m >£10m >£25m > £250m
UK, US
>15 81% 18% 88% 29% 99% 6% 94% 1%
years <=£15m >£15m > £50m > £500m
61% 6% 87% 29% 98% 71% 92% 6%
> £2hn
Sovereign and Al Al <=£€Im >£1im > £5m > £25m
Municipal Bonds 74% 7% 82% 12% 93% 32% 73% 68%
<£2bn
<=£1m >£1m >£2.5m >£10m
TOTAL 75% 13% 88% 33% 99% 94% 94% 6%
CORPORATE BONDS
| DEFERRALS
ssue
Asset Class Currency size IG/HY Real-Time LIS 1 (1 Day) LIS 2(2Weeks) LIS 3 (3 Months)
Trades Volume Trades Volume Trades Volume Trades Volume
G 88% 27% 97% 50% 99% 71% 1% 29%
Corporate, GBP, > £500m <=£1m >£1m >£5m > £25m
Covered, EUR,USD HY 90% 55% 98% 82% 99% 99% 1% 1%
Convertible & <=£1m >£1m >£2.5m >£10m
Other Bonds ) 76% 24% 97% 60% 99% 81% 1% 19%
All other instruments
<=£0.5m >£0.5m >£2.5m >£10m
TOTAL 84% 28% 97% 54% 99% 75% 1% 25%
ESMA Consultation Subject Consultation Status & Next Steps
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Closes on 17 Jan 2025. Final Report expected

RTS 22 and RTS 24 (transaction data reporting

and order book data) — for our overview, see the Mar 2025
October edition of Markets View
Order Execution Policies Closed. Final Report expected by 29 Dec 2024

Closed. Final Report expected Dec 2024 for

RTS 1. RTS 2 and RTS 3 (equity & non-equity specific sections to align with CTP requirements,

transparency and volume cap)

the rest to follow in Mar 2025

RTS 2 and RTS 23 (transparency and supply of
reference data)

Closed. Final report expected by 29 Dec 2024

Closed. Final report expected by 29 Dec 2024.
Feedback on specification of assessment criteria
for CTP selection procedure expected by end
2024

Closed. Final Report expected Dec 2024

Consolidated Tape Providers and DRSPs

ESMA Consultation on Commodity Derivatives

New U.K. Short Selling Regime

e U.K. Short Selling Regulations 2025 have been made, repealing and replacing the onshored
EU regime.

e The new government has taken forward existing proposals and proceeded with a regime that
is lighter touch than the EU.

e The new U.K. regime comes into force in two stages — certain provisions entered into force
on January 14, 2025 and the remaining provisions and FCA rules will come into force on the
“main commencement” day.

e Going forward, there will be meaningful divergence as between the U.K. and the EU regimes

NEW DISCLOSURE
STRUCTURE

FCA will receive reports
privately, and publish

FCA POWERS

The U.K. is moving certain provisions
from primary or secondary legislation

agaregated short to the FCA rulebook.
positions..
Kevareas
()r NEW DESIGNATION REGIME
NEW NET SHORT di\;{: r gchC The regulations establish two designated activities:

POSITION THRESHOLD
The regulations require

(1) Entering into a short sale of an admitted share

tificat t net short it (2) Entering into any transaction other than a short
notmica 02;}3 r;%incgegﬁ' lﬂ;g sale of an admitted share, where an effect of the
- ‘ transaction is to confer a financial advantage on

thereover, T" th th:. FCAgiven the person entering into that transaction in the
ruie-making powers. event of a decrease in the price or value of an
admitted share

NEW SCOPE

The UK. is removing sovereaign
debt and sovereign CDS from
sSCOope.
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EUT1 & Accelerated Settlement; Expected UK and EU moves to T+1 in 2027

e The UK. Accelerated Settlement Taskforce recommended moving to T+1 by the end of
2027.

e Inthe EU, the ESMA final report on its assessment of the shortening of the settlement cycle
in the European Union proposed moving on 11 October 2027.

e Expected operational preparations across the industry from 2025 onwards.

e (CSDR and Code of Conduct

e Scope

Benchmarks, RFRs & LiBOR Transition

Council adopts financial benchmarks regulation to ease burden on SMEs; The Council adopted 24
March a regulation on financial benchmarks with the aim of reducing red tape for EU companies,
particularly SMEs.

e Benchmarks are widely used by companies and investors in the EU as references in their
financial instruments or contracts. This legislation amends a regulation from 2016 regarding
the scope of the rules for benchmarks, the use of benchmarks provided by administrators
located in third countries, and certain reporting requirements.

e Main elements of the amended benchmarks regulation

o Reduced regulatory burden on administrators of benchmarks defined as non-
significant in the EU by removing them from the scope of the legislation.

Only critical or significant benchmarks remain within the scope of the new regulation.

o Administrators outside the scope of the rules will be able to request the voluntary
application of the rules (opt-in), under certain conditions.

Extended competence for the ESMA (ESMA).

o Administrators of EU Climate Transition Benchmarks and EU Paris-Aligned
Benchmarks must be registered, authorized, recognised, or endorsed to ensure
regulatory oversight and prevent misleading ESG claims.

o A specific exemption regime for spot foreign exchange benchmarks.

o Next steps; The final text will be published in the Official Journal of the EU, will enter into
force, and apply from 1 January 2026.

e Background

e The Commission presented this proposal in 2023 as part of a package of measures to
rationalise financial reporting requirements.

In its Communication ‘Long-term competitiveness of the EU: looking beyond 2030’, the
Commission stressed the importance of a regulatory system that ensures objectives are met
at minimum cost. It has therefore committed to a renewed effort to simplify and rationalise
reporting requirements, with the ultimate aim of reducing administrative burdens by 25%,
without undermining the related policy objectives.

o Regulation on financial benchmarks

o Council mandate
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o Benchmarks: Council agrees its negotiating mandate (press release, 20 December

2023)

o Whatthe EU is doing to deepen its capital markets (background information)

Council of the EU adopts financial benchmarks regulation; On 24 March, the Council of the EU
announced that it had adopted at first reading the financial benchmarks regulation with the aim of
reducing red tape for EU companies, particularly SMEs.

e The regulation amends the Benchmark Regulation (Regulation 2016/1011) (BMR) to reduce
the regulatory burden on administrators of benchmarks defined as non-significant by
removing them from the scope of the legislation. Critical or significant benchmarks will
remain within the scope of the revised BMR.

e EU administrators that are out of the scope will be able to opt-in, under certain conditions.
Additionally, the regulation will establish a revised framework for non-EU benchmark
administrators to access the EU markets by, among other things, allowing for recognition
without requiring equivalence.

e The ESMA (ESMA) is granted supervisory powers over non-EU benchmark administrators,
aligning ESMA's oversight across both the recognition and endorsement regimes.

e The amendments also provide that administrators of EU Climate Transition Benchmarks and
EU Paris-Aligned Benchmarks must be registered, authorised, recognised, or endorsed to
ensure regulatory oversight and prevent misleading ESG claims. EU Climate Transition
Benchmarks must include the acronym “CTB" and EU Paris-aligned Benchmarks must
include “PAB" in their names

e . The European Commission (EC) must assess by 30 June 2029, the appropriateness of
current ESG disclosure requirements and their alignment with other sustainability-related
regulations.

e The EC is mandated to exempt, after consultation, spot foreign exchange benchmarks
provided by non-EU benchmark administrators where the benchmark references spot
exchange rates of a third-country currency, subject to certain conditions being met. This
aims to ensure that benchmark users in the EU have access to hedging instruments where
currency controls apply.

e The regulation now needs to be adopted by the European Parliament at second reading
(currently scheduled for 8 April) before it can be published in the Official Journal of the
European Union and enter into force. The proposed application date of the amending
regulation is 1 January 2026.

e There are various transitional provisions to smooth the transition of these revisions, including
that all authorised, registered or recognised, or as endorsing administrators as of 31
December will retain that status until 30 September 2026.

Tom Hayes asks UK Supreme Court to overturn Libor-rigging conviction; Tom Hayes, the trader jailed
for rigging Libor benchmark rates, has taken his long-standing fight to clear his name to the UK’s
highest court, arguing that the original trial that led to his conviction was “fatally compromised”.
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Lawyers for the former UBS and Citigroup trader are trying to convince a panel of five senior judges at
the Supreme Court in London to overturn his conviction from 10 years ago. A three-day hearing started
on Tuesday.

e The Supreme Court case turns on two technical issues.

o First, whether as a matter of law, a Libor rate submitted by a bank was inherently “‘not
a genuine or honest answer” if it had been “influenced by trading advantage”.

o Second, whether a Libor rate submission needed to be the “single cheapest rate”
available or whether it could be selected from a range of potential borrowing rates.

e InMarch 2024, the UK's Court of Appeal upheld their convictions. Lawyers for Hayes and
Palombo urged judges to consider a 2022 US court ruling that overturned the convictions of
two ex-Deutsche Bank traders and led to charges against Hayes in the country being
dropped. The US court decisions made the UK the only jurisdiction where it was a criminal
offence to take commercial considerations into account when setting Libor rates, according
to lawyers for the pair. “It is a startling proposition, especially in the context of international
finance, that identical conduct may be considered legitimate in the United States (and all
other common law jurisdictions), but fraudulent in England and Wales,” Palombo's lawyers
said in his written case to the Supreme Court.

e “The core error, we submit, which has bedevilled all these cases, from Hayes's trial in 2015
right through to the Court of Appeal last year, is a marked failure to respect the limits of a
judge in a jury trial,” Darbishire said. “What chance does a defendant who has been
condemned by the judge as participating in a conspiracy to lie have with a jury who are asked
to consider honesty?”

e At histrial, the Serious Fraud Office cast Hayes as a ringleader in a global conspiracy to rig
yen-denominated Libor to boost his trading profits. Hayes has argued his trading methods
were honest, condoned by bosses and commmon practice. “The people answering this
question are traders — every day, all day, apart from 10 minutes when they put in their Libors,’
Darbishire said. “Their sole raison d'étre is to make money for the bank.” Lawyers for the SFO
said in their written argument that issues raised by Hayes's team “go far beyond” the scope
of the Supreme Court appeal. They added that Hayes's written case “repeatedly
mischaracterises the indicted offence”.

o Hayes, 45, was the first person in the world to be found guilty by a jury over the Libor scandal
and served five-and-a-half years in prison. The Court of Appeal last year upheld Hayes's guilty
verdict, saying there was “indisputable documentary evidence” that he had sought to move
Libor and that he had made “frank admissions of dishonesty”.

e Hayes was described by one investigator in the original case as the “Machiavelli” of Libor, a
benchmark interest rate whose manipulation sent shockwaves through financial markets
and went on to cost banks billions of pounds in fines and settlements.

e Hayes was one of nine people successfully prosecuted by the UK's Serious Fraud Office for
rigging benchmark rates. He is fighting the case alongside Carlo Palombo, a former Barclays
trader similarly convicted of manipulating Euribor, another benchmark rate, who received a
four-year sentence. In written arguments presented to the Supreme Court for the hearing this
week, Adrian Darbishire KC, representing Hayes, said that directions to the jury at the original
trial were “fundamentally wrong in law” and had “fatally compromised the fairness of the
trial”. But Sir James Eadie KC, for the SFO, argued that Hayes' lawyers were seeking to
expand the legal issues “far beyond” those that are in fact before the Supreme Court.
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e Tom Hayes, the first trader ever jailed for interest rate rigging, launched a bid to clear his
name at Britain's top court on Tuesday, arguing it was not automatically dishonest to take
into account commercial considerations when making Libor submissions. Hayes, 45, a
former star Citigroup (C.N), opens new tab and UBS (UBSG.S), opens new tab trader, was
convicted in 2015 of conspiracy to defraud by manipulating Libor, a benchmark rate once
used to price trillions of dollars’ worth of financial products globally.

e Hayes is challenging his conviction during three days of hearings at the UK Supreme Court
along with Carlo Palombo, 46, a former Barclays (BARC.L), opens new tab trader who was
found guilty in 2019 of skewing Libor's euro equivalent, Euribor. Those rates, designed to
reflect banks' short-term funding costs, were based on daily estimates from a group of banks
as to how much they would expect to pay to borrow funds from each other for a range of
currencies and periods.

e Hayes and Palombo argue their convictions depended on a definition of Libor and Euribor
which assumes there is an absolute legal bar on a bank's commercial interests being taken
into account when setting rates. The court is also being asked if a Libor or Euribor
submission had to be the single cheapest rate at which a bank could borrow at the time, or
whether it could be selected from within a range of potential borrowing rates. Hayes' lawyer
Adrian Darbishire said in court on Tuesday that the judge in his client's trial had directed the
jury that a submission which took into account trading advantage was, in law, not genuine
and not honest.

e Darbishire said honesty of conduct was not a matter of law, but should instead be resolved
by a jury, not a judge. The effect of the direction, he said, meant the central factual questions
which the jury needed to resolve were determined by the judge. “We say, therefore, Mr Hayes'
conviction is unsafe," he said. The Supreme Court challenge follows a landmark U.S. court
decision in 2022 which overturned the Libor rigging convictions of two former Deutsche
Bank traders.

e Lawyers for Hayes and Palombo argue Britain was the only country in the world where it was
illegal for traders to take account of commercial consideration when submitting Libor or
Euribor rates. Hayes was originally jailed for 14 years, a sentence that was later reduced to
11 years. He was released from prison after serving five and a half years. Palombo was given
a four-year sentence.

e Hayes, nicknamed “Rain Man" as he was deemed to be obsessed with numbers, was a star
yen derivatives trader at UBS in Tokyo between 2006 and 2009. He claimed to have
generated more than $280mn in profits for the bank. Citigroup subsequently poached him
with a $4.2mn joining bonus but dismissed him 10 months later as the Libor scandal took
hold. At the trial in 2015, prosecutors said Hayes had acted as the ringleader in manipulating
yen Libor by asking rate-setters and traders at UBS — as well as at other banks and external
brokers — to move the rate up or down in ways that would benefit his trading positions.
Hayes said he had only been trying to do his job as well as he could, and that his actions
were known to his superiors.
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Securities Legislation

EU CSDR

2023

- mmn

CSDR REFIT CSDR REFIT
formally adopted enters into
on 27 November force on 16
2023. January 2024.

CSDR REFIT
published in the
Official Journal on
27 December
2023.

EU PRIIPS REGULATION

2023

Certain articles of

from 1 May 2024.

2024 2025
Commission Delegated From 1 January 2025,
CSDR REFIT apply Regulation (EU) all transferable

2023/1626 applies from securities admitted to

2 September 2024. trading or traded on a
trading venue must be
represented in
electronic book-entry
form.

2024 2025

e mmn

Council and European Parliament considering
the Commission's May 2023 legislative

EU PRIIPs proposals in the Retail Investment Package.

REGULATION

European Parliament's ECON Committee
expected to vote on its draft report on the
PRIIPs Amending Regulation on 20 March
2023.

SECURITISATION REFORM

2023

PRIIPs Amending Regulation adopted
by the Commission in May 2023
expected to apply in 2025.

S mmn

Draft Securitisation HM Treasury will lay
Pl pcoicheazs | 2024 win respecito
c sécondary zuovember 2023. due dillgencepe
Spital Raising requirements for
Reforms FCAPRA Occupational Pension
consultations closed ~ Schemes.

30 October 2023.

Securitisation Regulations 2023  FCA and PRA will consult on

and FCA and PRA rules further changes to their

expected to apply from Q2/Q3 securitisation rules in Q4 2024/Q1
2024. 2025.

PRA expected to consult in H2 2024 on
revised rules on capital requirements for
securitisation.

Publication of SWES final report — The BoE has published the outcomes of the first system — wide
exploratory scenario (SWES) exercise. The report identified six key financial stability conclusions
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and associated next steps, relating to financial firms’ risk management and authorities’
policymaking and risk monitoring.

Enforcement transparency — The FCA is consulting on updated proposals on enforcement
transparency, following significant pushback from the industry and concerns from the government
about the impact of the initial approach. Revisions include extending the notice period before an
announcement from one to ten days to allow firms time to make representations, and an updated
public interest test that explicitly considers the potential negative impact on a firm and the potential
for an announcement to seriously disrupt public confidence. The FCA has also clarified that it will
not make proactive announcements of investigations that are on — going when the proposals come
into effect.

FCA five — year strategy — In a recent speech, Emily Shepperd, FCA COO, outlined the FCA's new
flve — year strategy. There are four main themes: becoming a more efficient and effective regulator,
tackling financial crime, building consumer resilience and supporting economic growth and
innovation. To support the strategy, the FCA believes there needs to be a debate about appropriate
risk appetite in the sector.

Financial Crime Guide update — The FCA has updated its Financial Crime guide focusing on areas
where firms wanted additional guidance to clarify FCA expectations. The changes also reflect
insights from supervisory work on financial crime and corporate updates from recent publications.

FCA quarterly consultation paper 46 (CP 24/26) — The FCA has proposed changes to various
elements of its handbook across a wide range of regulations and topics including corrections and
clarifications to the Sustainability Disclosure Requirements (SDR), consumer credit product sales
data reporting, travel insurance signposting for consumers with pre — existing medical conditions,
disapplying the compliance oversight SMF from insurance special purpose vehicles (ISPVs),
updating references to the UK Corporate Governance Code and proposals for debt management
firms to submit a CASS audit.

DLT, Tokenisation and Cryptoassets

EVIA Response to FCA DP 24_4; Regulating Cryptoassets; 14Mar2025.pdf

MiCAR

e Asregards the Regulation in markets in crypto-assets (MiCAR) there are still a number of
delegated acts and guidelines that are still outstanding, and we expect to see them in 2025.

e Most importantly though, throughout 2025 we will see a continuous roll out of MiCAR's rules,
in particular as the majority of Member States opted to make use of its transitional
provisions. By way of reminder, MiCAR allows Member States to apply a transitional period
for crypto-asset service providers (CASPs) that provided their services in accordance with
applicable national law before December 30, 2024. The maximum duration of such
transitional period is 18 months, i.e. until July 1, 2026. In accordance with a list published by
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ESMA, the following Member States opted for transitional periods resulting in MiCAR
becoming applicable to CASPs in the course of 2025:
o five months (May 31, 2025): Lithuania
o sixmonths (June 30, 2025): Latvia, Hungary, Poland, Slovenia, Finland, Netherlands
o nine months (September 30, 2025): Sweden
o 12 months (December 31, 2025): Austria, Bulgaria, Ireland, Greece, Slovakia, Spain,
Italy (but to be able to benefit from the grandfathering period in Italy, applicant CASPs
must have applied before December 30, 2024)

The European Commission's DG FISMA will be hosting a webinar to present a recent report about
permissionless blockchains in finance. Authored by Professor Fabian Schér of the University of
Basel, the report analyses the potential of integrating permissionless blockchain technology into the
traditional financial sector.

e DG FISMA invites industry professionals, researchers, regulators, policymakers and other
stakeholders with an interest in distributed ledger technology (DLT) in finance to join this
webinar. The continued engagement of public and private sector stakeholders is crucial for
supporting the responsible use of DLT in Europe

e 8 April 2025 @ 1400 CET

The market share of CME Group hit a record high among cryptocurrency derivatives exchanges in
February, despite overall volumes in the market declining to a five-month low. Both spot and
derivatives markets registered declines for the second month in a row. The drop in activity came during
a time of elevated uncertainty in markets, due to expectations that the US would impose tariffs on its
trading partners in March. This pushed prices in crypto markets to new 2025 lows.

e Trading activity in crypto markets dropped to levels last seen in October, with the combined
spot and derivatives volume on centralised exchanges totalling $7.2 trillion for February, down
21% compared with the previous four weeks. The findings come from Coindesk Data’s latest
exchange review report.

e Despite lower overall activity, the market share of the CME hit an all-time high with 4.67% of
the overall derivatives space, which totalled $4.9 trillion in February. This was also a five-
month low. Volumes on the CME registered the first monthly decline in five months with a
20% drop to $229 billion, with BTC futures making up $175 billion while ETH contracts made
up the rest.

e “The drop in the trading activity on the exchange coincides with the decline in BTC CME
annualised basis, which fell to 4.08% last month, the lowest since March 2023," the report
states.

e CME's market share increase reflects a decline in trading activity on retail platforms such as
Binance and OKX, both of which experienced significantly lower volumes.

e Total open interest, meanwhile, fell to the lowest level since November as all trading pairs on
centralised exchanges saw declines. Total open interest stood at just shy of $79 billion, the
lowest since November 5, ahead of the US elections.

e Bitcoin prices have dropped more than 11% since the start of the year to hover above $82k in
mid-March, giving back gains sustained following the election of President Trump.
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Peter Kerstens; Adviser at European Commission;

| am always amused (or better irritated) when people talk about the reverse solicitation
exemption' in Mica. Put simply, there is no exemption. Mica simply specifies that its territorial
and personal scope is limited to the EU and persons targeting/soliciting business from EU
customers.

How the latter is going to be enforced against foreign operators with no presence or assets in
the EU remains a mystery to me, but that is another matter. So put simply: If you are a non-EU
crypto service provider and you are not soliciting business from the EU, Mica simply does not
apply to you.

What amounts to solicitation is a question of facts and circumstances. But if you are a crypto
service provider in a foreign country, minding your own business and not doing anything to
attract business from the EU, and some EU person walks into your virtual crypto shop and
wants to buy your wares, there is nothing EU authorities can or should do about this. And you
just as much as | don't like the term coined for it by ESMA - a "prohibition". To me, it's a matter
of MiCA's non-applicability to service providers which do not qualify as a CASP offering its
services to or from the Union —

.. why does ESMA propose you refrain from providing services to EU clients and geo-block
them if you are a third-country entity?

Deutsche Borse Group's post-trade business, Clearstream, has enhanced its custody service by
starting to provide access to crypto assets, in association with sister company Crypto Finance as
sub-custodian. The offering is expected to be launched in April this year, and follows Crypto Finance
obtaining a MICAR license in January, enabling the company to serve clients across Europe while
solidifying its regulatory compliance.

“Offering crypto custody is the next step on Clearstream'’s journey to digitise financial
markets,” says Jens Hachmeister, head of issuer services and new digital markets at
Clearstream. “The institutional-grade, regulatory compliant solution offers clients access to
new asset classes while enjoying the best features of our trusted and established post-
trading systems.”

The firms claim they are setting “a new standard for the management of crypto assets” and
that the collaboration “marks another milestone in the development of harmonised digital
financial markets and highlights Deutsche Borse Group's aim of balancing innovation with
security.”

“This offering [means] Deutsche Borse Group now not only covers native services via direct
interface, but also leverages traditional rails that are implemented with most financial market
participants, meaning a very convenient offering to any financial institution who wishes to
enter the crypto industry,” says Stijn Vander Straeten, CEO Crypto Finance Group.

The offering will launch supporting the two largest cryptocurrencies, bitcoin and ethereum,
but Clearstream says further expansion into other crypto currencies will be considered,
depending upon client demand.

Guidelines on explanations and opinions, and the standardised test for crypto-assets under MiCA; On

10 March 2025, the ESMA published the official translations of the European Supervisory Authorities
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(ESA) guidelines on templates for explanations and opinions, and the standardised test for crypto-
assets, under Article 97 (1) of the Regulation on markets in crypto assets (MiCA).

The guidelines apply from 12 May 2025.

Member State competent authorities must notify an ESA as to whether they comply or intend
to comply with the guidelines, or otherwise with reasons for non-compliance. They must do
this within two months of the translations being published.

Financial market participants and financial institutions are not required to report whether they
comply with the joint guidelines.

MiCA Delegated Regulations and Implementing Regulation published in OJ; On 37 March 2025, the

following Delegated Regulations supplementing the Markets in Crypto-Assets Regulation were
published in the Official Journal of the EU. +  The Delegated Regulations and the Implementing
Regulation enter into force 20 days after publication in the OJ (20 April 2025).

Commission Delegated Regulation (EU) 2025/300 of 10 October 2024 supplementing MiCA
with regard to regulatory technical standards on information to be exchanged between
competent authorities.

Commission Delegated Regulation (EU) 2025/305 of 31 October 2024 supplementing MiCA
with regard to RTS specifying the information to be included in an application for
authorisation as a crypto-asset service provider 2025/413.

Commission Delegated Regulation (EU) 2025/413 of 18 December 2024 supplementing
MiCA with regard to RTS specifying the detailed content of information necessary to carry out
the assessment of a proposed acquisition of a qualifying holding in an issuer of an asset-
referenced token.

Commission Delegated Regulation (EU) 2025/414 of 18 December 2024 supplementing
MiCA with regard to RTS specifying the detailed content of information necessary to carry out
the assessment of a proposed acquisition of a qualifying holding in a crypto-asset service
provider.

Commission Delegated Regulation (EU) 2025/422 of 17 December 2024 supplementing
MiCA with regard to RTS specifying the content, methodologies and presentation of
information in respect of sustainability indicators in relation to adverse impacts on the
climate and other environment-related adverse impacts.

Commission Implementing Regulation (EU) 2025/306 of 31 October 2024 laying down
implementing technical standards for the application of MiCA with regard to standard forms,
templates and procedures for the information to be included in the application for
authorisation as a crypto-asset service provider.

MiCA: Published in OJ — Delegated Regulations on content and format of order book records and

presentation of transparency data On 14 March 2025, there was published in the Official Journal of
the EU (OJ):

Commission Delegated Regulation (EU) 2025/417 of 28 November 2024 supplementing the
Regulation in markets in crypto assets (MiCA) with regard to regulatory technical standards
(RTS) specifying the manner in which crypto-asset service providers (CASPs) operating a
trading platform for crypto-assets are to present transparency data.
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e Commission Delegated Regulation (EU) 2025/416 of 29 November 2024 supplementing
MiCA with regard to RTS specifying the content and format of order book records for CASPs
operating a trading platform for crypto-assets

e Both Commission Delegated Regulations enter into force on the twentieth day following its
publication in the OJ (3 April 2025).

Guidelines on explanations and opinions, and the standardised test for crypto-assets under MiCA:
Standardised test for the classification of crypto-assets

e 17. Competent authorities and other persons to whom these Guidelines are addressed should
apply a common approach to determine the classification of a crypto-asset on a case-by-
case basis taking into account all the attributes of the token in question in accordance with
the flow chart provided in Annex C.
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¢ 18. Competent authorities and other persons to whom these Guidelines are addressed should
determine if there is a digital representation of a value or right, these being the necessary
attributes of a crypto-asset as defined in Article 3(1) point (5) of Regulation (EU) 2023/1114.
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The terms ‘value’ and right’ should be interpreted broadly in accordance with recital (2) of that
Regulation. Crypto-assets with no-intrinsic value, but having a value attributed to them by the
seller / buyer or by market participants4 should be treated as digital representations of value.
19. Competent authorities and other persons to whom these Guidelines are addressed should
also assess if the digital representation of the value and/or right can be transferred and
stored electronically using distributed ledger technology (DLT) or similar technologies. A
token may be considered ‘non-transferable’” only where at least the following conditions are
satisfied (i) the token is accepted only by the issuer or offeror, and (i) there is no technical
possibility for the token to be transferred by a holder to persons other than the issuer or
offeror (recital (17) of Regulation (EU) 2023/1114). To assess if a technology is similar to DLT
the functional attributes of such technology should be considered, including the basis on
which the records (the ledger) are held, shared and how consensus is achieved (i.e. the
functioning of any consensus mechanism).

20. If both elements (digital representation of a value and/or right, and transferred and stored
electronically using DLT or similar technology) are satisfied competent authorities and other
persons to whom these Guidelines are addressed should consider that the token is
compatible with a crypto-asset for the purposes of Regulation (EU) 2023/1114.

21. In order to determine if the crypto-asset is within the scope of Regulation (EU) 2023/1114,
competent authorities and other persons to whom these Guidelines are addressed should
assess all of the exclusions identified in Article 2, points (2) to (4) of Regulation (EU)
2023/1114:

Article 2(2): is the issuer or offeror a person referred to in that paragraph? MiCAR does not
apply to persons who provide crypto-asset services exclusively for their parent companies, for
their own subsidiaries or for other subsidiaries of their parent companies; liquidators or
administrators acting in the course of an insolvency procedure (except for the purposes of
Article 47 of MiCAR); the ECB, central banks of the Member States when acting in their
capacity as monetary authorities, or other public authorities of the Member States; the
European Investment Bank and its subsidiaries; the European Financial Stability Facility and
the European Stability Mechanism; public international organisations.

Article 2(3): is the crypto-asset unique and not fungible with other crypto-assets?5 In
assessing if the crypto-asset is unique and not fungible, competent authorities and other
persons to whom these Guidelines apply should have regard to Article 2(3) and recital (11) of
Regulation (EU) 2023/1114 as well as the Guidelines on the conditions and criteria for the
qualification of crypto-assets as financial instruments.6

Article 2(4): does the crypto-asset qualify as a relevant product enlisted in that paragraph?
Regulation (EU) 2023/1114 does not apply to financial instruments, deposits, structured
deposits, funds (except e-money tokens), securitisation positions (per Regulation (EU)
2017/24027), insurance products and reinsurance contracts (per Directive 2009/138/EC),
pension products primarily providing retirement income, officially recognised occupational
pension schemes (per Directives (EU) 2016/23418 and 2009/138/EC9), employer-mandated
individual pension products, pan-European Personal Pension Products (per Regulation (EU)
2019/123810), and social security schemes (per Regulations (EC) No 883/200411 and (EC)
No 987/200912).
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e 22 Without prejudice to any other relevant materials, the information referred to in paragraph
13 of these Guidelines should be taken into account for the purposes of assessing whether
the cryptoasset is a:

a. financial instrument, competent authorities, and other persons to whom these Guidelines are
addressed should apply the Guidelines issued by the ESMA under Article 2(5) of Regulation
(EU) 2023/1114;

b. deposit, competent authorities and other persons to whom these Guidelines are addressed
should refer to EBA's 2014 Opinion and Report and 2020 Opinion on the perimeter of credit
institutions, which provide indications on the notion of ‘deposit'14 and to the EBA's 2024
Report on structured deposits15;

c. insurance product or insurance contract, competent authorities, and other persons to whom
these Guidelines are addressed should recall that there is no explicit definition of insurance at
EU level, either as an activity or a contract.16

¢ If none of the exclusions referred to in paragraph 22 apply, competent authorities and other
persons to whom these Guidelines are addressed should assess the characteristics of the
crypto assets to determine if the crypto-asset is an EMT, ART or other crypto-asset under
Regulation (EU) 2023/1114 and should take into account the following:

a. Does the crypto-asset purport to maintain a stable value by referencing only the value of a
single official currency? If so, it is to be classified as an EMT pursuant to Title IV of Regulation
(EU) 2023/1114.

b. If the crypto-asset does not purport to maintain a stable value by referencing only the value of
a single official currency, does it purport to maintain a stable value by reference to another
value or right (or combination thereof), including one or more official currencies? If so, it is to
be classified as an ART pursuant to Title Ill of Regulation (EU) 2023/1114.

c. If the crypto-asset does not purport to maintain a stable value by referencing another value or
right (and is therefore not an ART or EMT) it is to be classified as a crypto-asset pursuant to
Title Il of Regulation (EU) 2023/1114.

SEC targets clarity on crypto policy framework SEC commissioners signaled a collaborative shift
toward setting clearer crypto rules at the agency's first digital assets roundtable, with Acting Chair
Mark Uyeda and Commissioner Hester Peirce highlighting efforts to define crypto classifications and
issue guidance beyond enforcement. Peirce suggested NFTs could be next for regulatory clarity, as
industry lawyers pressed for simpler frameworks to enable broader innovation. CoinDesk (UK)
(38/21), Pensions & Investments (free access for SmartBrief readers) (3/21), Futures & Options
World

In a letter to the Crypto Task Force established by the US SEC in response to its call for feedback,
hedge fund association AIMA has called for a principles-based regulatory approach from the SEC
towards crypto assets. AIMA's Digital Assets Working Group says that such an approach establishes
regulatory clarity and legal certainty, by recognising that crypto assets encompass various asset types
with distinct regulatory considerations. It also avoids a “one-size-fits-all approach that will allow
regulators to tailor their responses to accommodate emerging technologies and products while
maintaining investor protections.
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e Such an approach, AIMA argues, will encourage competitive market growth and support US
businesses, developers, and other market participants in the US by fostering a pro-innovation,

regulatory framework.

e Interms of specific recommendations, AIMA argues that the SEC should withdraw the
proposed Safeguarding Rule, as its requirements for crypto assets are “unworkable”: provide
guidance or modify existing Custody Rule provisions to account for the unique characteristics
of crypto assets, while ensuring investor protection; and collaborate closely with the CFTC
and other relevant agencies on matters related to the jurisdiction of the crypto market. The
hedge fund association also calls for the establishment of an objective, principles-based
framework for categorising crypto assets to reduce uncertainty and regulatory overreach and
clarity over which staking activities do not constitute securities transactions and permit

protocol staking in ETFs, with appropriate investor safeguards.

e “To foster innovation and protect investors, the SEC should establish clear and workable rules
in the area of digital assets,” says AIMA CEO Jack Inglis. “This isn't just a crypto issue, it
matters to the alternative asset management industry, which needs regulatory clarity to
participate responsibly. The US has what it takes to lead, but it needs a framework that

matches the speed and scale of this technology.”

US House introduces stablecoin bill The US House of Representatives has introduced the Stablecoin
Transparency and Accountability for a Better Ledger Economy Act, aiming to regulate dollar-
denominated digital tokens. The Senate has already advanced its version of the bill. "The new version
will close the gap between the House efforts and the Senate version of the bill," says Rep. Bryan Steil,
R-Wis., chair of the House Financial Services Committee's digital assets subcommittee. The Block

(8/26), CoinDesk (UK)
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Table 1: CBDC Reference Architecture Components

Operating Model: What are the key responsibilities in the CBDC ecosystem and who is responsible for what? What roles
do intermediaries play? Are they compensated (e.g., by charging transaction fees)?

Key Management: How does central bank and other CBDC stakeholders/roles ensure the confidentiality, integrity, and
availability of cryptographic keys?

From Production to Distribution to Transferring

Platform Layer

CBDC production, transfers and
record-keeping:

- Platform technology (core
ledger attributes (balance- v
provenance-based), centralized
v distributed access and
governance)

- Privacy (who sees what?)

Asset Layer

Core functions and constitutive
attributes:

- Unit characteristics (entry- v
object-based, remuneration,
unique unitidentifiers,
denominations,
programmability)

- Production characteristics
(authorization, govermnance and

Service Layer

Functions that utilize the CEDC
to facilitate financial services
implementation:

- Programmable payments?

Access Layer

Functions and interfaces that
enable clients such as users,
applications, and other market
components, to engage with the
underlying service, asset, and
platform infrastructure layers:

- Online wallets

- Offline wallets

- Holding/transaction limits

isolation)

- Supply release and removal
= Unit rights (usage/holding
limits and fungibility)

Interoperability: How does the CBDC interact with other digital assets and liabilities?

Central banks are exploring and launching CBDCs with several motivations in mind. Retail
CBDC could help improve or safeguard the ability of individuals to make payments, by
overcoming challenges such as cash shortages in remote areas, and merchants’
unwillingness to accept cash. In areas where cash usage is declining, retail CBDC can provide
public access to risk-free central bank money in digital form. Retail CBDC could potentially
help lower some of the barriers to financial inclusion in countries with underdeveloped
financial systems, low financial penetration, or low access to high quality affordable financial
products and services that fit user needs

Central banks are also considering retail CBDC to maintain monetary policy effectiveness in
the face of falling cash usage in parts of the world. Also retail CBDC could potentially improve
the competitiveness of the domestic currency versus foreign currencies or other privately
issued digital money if it is well-designed with attractive use features.

Also, because of large economies of scale and network effects, retail payment systems could
be dominated by a few very large private service providers (PSPs). This could subject
payment systems to risks such as lack of contestability, high fees, and service disruptions. If
designed to encourage participation of private PSPs, a retail CBDC could also stimulate
innovation and competition that may help lower payment fees and improve payment system
efficiency.

This technical report presents a reference architecture for CBDCs. This framework provides a
foundational structure for comprehending CBDCs as digital asset platforms within the digital
monetary system, emphasizing the critical role of standards for interoperability. By applying
the framework to diverse CBDC projects such as JAM-DEX (Jamaica), DCash (Eastern
Caribbean), Sand Dollar (Bahamas), mBridge (BIS) and ePeso (Uruguay) and others, we have
demonstrated its effectiveness in identifying differences in technical functionality that can
guide the development of interoperable DC systems through the reference architecture. The
findings underscore the framework's potential to promote collaboration and communication
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among central banks, ultimately paving the way for a more efficient, inclusive, and
interoperable digital monetary landscape.

Al, Digital finance, SupTech, RegTech & FinTech

U.K. and EU: Artificial intelligence

U.K. EU Al Act
U K. consultation on legislation regulating the Rules on GPAI models apply, and
largest providers of Al systems following the pravisions on penalties

Government's response to the House of Commons
Science, Innovation and Technology Committee
report on the governance of Al

2025 2 FEBRUARY 2025 2 AUGUST 2025 2 AUGUST 2026
EU Al Act EU Al Act
Certain Al systems will be prohibited EU Al Act mostly applies

One of the key issues for financial institutions will be to determine their status under the EU Al Act
each time they are using, deploying or distributing Al models or solutions. Will IDBs and TVs deploy Al
and will they be categorised as "Al Providers” — which is quite onerous.

Data Daze: I0SCO Report on the Technological Challenges to Effective Market Surveillance /0SCO
has released a paper following its thematic review on the technological challenges to effective market
surveillance. This follows an earlier (2013) IOSCO Report on the subject, and sets out I0SCO’s findings
in relation to each of its original 8 recommendations.

e Several issues of concern are noted in the report, in relation to the implementation of the
recommendations. The theme underlying them all is the difficulty of analysis the data
involved, particularly due to reasons of:

o Size: some regulators reporting being overloaded by HFT data

o Format & quality: deficiencies and inadequate standards present practical obstacles
to reconstructing/analysing order books

o Cross-venue analysis: products traded across multiple venues (an increasing
phenomenon) require integrated order/trade analysis and automated surveillance
methods.

o Cross-border analysis: cross-border market activity is a real challenge for regulators,
“‘most” of whom have not fully mapped their cross-border surveillance capabilities.
The result is there are “gaps” in the data.
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o Alongside these interesting themes based on past practice, the report touches at several
points on new challenges (and opportunities) — especially on machine learning & Al. The use
of these technologies to analyse order/trade patterns and strategies is clearly not yet
mainstream, although examples are cited from the UK and France.

Role Definition
A natural or legal person that develops, or has developed, an Al system or
. GPAI model and places it on the market or puts it into service under its own
Provider i
name or trademark, either for payment or free of charge (e.g., OpenAl).
Product manufacturers may be considered a provider in certain situations.
An individual or legal person using an Al system under its authority, except
Deployer where the Al system is used in the course of a personal non-professional
activity.
Imoorter An EU individual or company that places on the EU market an Al system that
P has the name or trademark of a third-country individual or company.
Distributor An individual or company in the supply chain (other than the provider or
importer) that makes an Al system available on the EU market.
Authorised A natural or legal EU person who has received and accepted a written
representative of a  |mandate from a provider of an Al system or GPAI model to perform and
non-EU provider carry out on its behalf the obligations and procedures under the Al Act.

EU: Artificial intelligence For providers and deployers of high-risk Al systems that are regulated
financial institutions subject to internal governance, arrangements or processes requirements under the
EU's financial services legislation, limited derogations apply, and they can integrate the record-keeping
and log keeping arrangements with those under EU financial services law

Risk Level Description
Minimal risk |Al systems are free from regulatory obligations under the Al Act.

Al systems are subject to transparency obligations, such as disclosing Al-generated
content so users can make informed decisions on further use.

Al systems are subject to more onerous obligations, including: <ul><li>Risk
management systems must be established, implemented, documented, and
maintained.</li><li>Detailed technical documentation to demonstrate
compliance.</li><li>Design and development ensuring transparency for deployers to
interpret outputs.</li><li>Training, validation, and testing of high-quality datasets
with proper governance.</li><li>Al systems must maintain accuracy, robustness,
cybersecurity, and consistent performance throughout their
lifecycle.</li><li>Ensuring Al is subject to human oversight, proportionate to risks,
autonomy, and context of use.</li><li>Quality management systems, including
accountability frameworks, regulatory compliance strategies, data management,
technical specifications, validation procedures, post-market monitoring, and incident
reporting.</li></ul>

Limited risk

High risk

134



European London
Venues & Energy
Intermediaries Brokers'
Association Association

Risk Level Description

Al systems that are prohibited due to harmful effects, including: <ul><li>Cognitive
behavioural manipulation.</li><li>Untargeted scraping of facial images from the
internet or CCTV.</li><li>Emotion recognition in workplaces and educational
institutions.</li><li>Social scoring.</li><li>Biometric categorisation to infer sensitive
data.</li></ul>

Unacceptable
risk

U.K.: Artificial intelligence

e Government response to the House of Commons Science, Innovation and Technology
Committee report on the Governance of Al

e Government response to recommendations made in the independent report of Matt Clifford,
the Al Opportunities Action Plan.

/ Financial institutions \

should look out for the

U.K. government’s:

+ consultation on applying
legislative requirements
on the most powerful Al
madels; and

+ implementation of the Al
Opportunities Action Plan
as business possibilities

may arise /

Hi JP 56 KR GER us

Following the government's
announcement that it will
consult on legislation to bring

in requirements for the largest
Al models, the U.K. seems to
be pressing towards an Al act
of its own

BOE publishes speech on innovation in wholesale payments; On 26 March 2025, the Bank of England
published a speech on ‘Innovating wholesale payments: building a resilient and innovative future’,
delivered by its Executive Director for Payments, Victoria Cleland, at Pay 360. Key points covered in the
speech include:

e Asthe payment landscape evolves, innovation is needed to enhance the UK’'s payment
systems so that they keep pace with new demands, meet modern requirements and remain
resilient against changing threats, ultimately contributing to economic growth. The BoE has a
role in supporting and encouraging competition and innovation in payments.

e Following its 2024 discussion paper (DP) on reviewing access to Real Time Gross Settlement
(RTGS) accounts for settlement, the BoE plans to publish before Easter a summary of the key
feedback received, an update on work so far, and its forward-looking policy work.

e The BoE and FCA (FCA) have made three changes to their cooperation framework for
considering non-bank payment service providers (NBPSPs) seeking access to RTGS: requiring
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a firm to undertake regulated activities for at least 9 months before a full assessment,
undertaking a s166 assessment before the FCA provides an objection or non-objection, and
setting an expectation that fast-growing firms will be subject to enhanced supervision when
granted RTGS access.

The BoE is “about to publish” an updated version of a guide for NBPSP access to UK payment
systems, providing information on how NBPSPs can access UK payment systems and
outlining the requirements and processes involved.

The content on the BoE's website will be updated “shortly” to make information about access
to RTGS (including more detail on the benefits, costs and processes involved) easier to
navigate for industry stakeholders, including foreign banks.

The BoE has published a revised access policy that introduces a live-proving and mobilisation
stage for new and small financial market infrastructures (FMIs), so that firms seeking access
to RTGS can test their access to RTGS and grow their business in a controlled way subject to
restrictions to mitigate risk. A new set of RTGS rules has also been published setting out the
BoE's expectations for RTGS participants, including FMIs, in simple language.

During 2025, the BoE intends to engage further with industry to better understand the benefits
and costs, and assess any financial stability implications, of further policy intervention to
revise the CHAPS direct participation threshold.

The BoE is exploring whether and on what terms it could offer safeguarding facilities directly
to NBPSPs, with the aim of making direct access to RTGS for NBPSPs more attractive. It is
also working with HM Treasury and the FCA to identify and address any barriers to access
and developing policies that support the participation of NBPSPs in the payments system.
Ahead of the 1 May 2025 deadline for using ISO 20022 enhanced data for certain CHAPS
payments, the BOE is urging financial institutions to integrate enhanced data into their
systems and processes, and actively encourage their customers to do the same.

The BoE will publish an update “soon” on its programme of wholesale experiments exploring
the use cases, functionalities, and prospective designs of wholesale CBDC and
synchronisation, and their relative merits.

China mandates labelling of Al-generated content in new regulation; On 74 March 2025, the

Cyberspace Administration of China released the final ‘Measures for Labelling Artificial Intelligence-
Generated Content’ and the mandatory national standard ‘Cybersecurity Technology — Labelling
Method for Content Generated by Artificial Intelligence’ (together the Labelling Rules) which aim to
enhance transparency by imposing labelling requirements for Al-generated content. The Labelling Rules
are due to come into force in September 2025.

The Labelling Rules aim to cover the whole lifecycle of Al-generated content, from its
production to dissemination and use, and contain provisions for both implicit and explicit
labelling. For content which might confuse the public, such as text or voice generation and
face swapping, explicit labels must be placed prominently to show that they are Al-
generated. The Labelling Rules provide for implicit labels to be embedded in the metadata of
Al-generated content, although this is ‘encouraged’ rather than mandatory given the technical
challenges it may present to businesses.
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e Service providers which disseminate information online are also required to verify whether
metadata contains implicit labels and, if so, to disclose the presence of Al-generated content
to the public.

e Read the Labelling Rules here and here (only available in Chinese).

Governor of Virginia vetoes high-risk Al law; On 24 March 2025, HB 2094, a proposed law on the
development, deployment, and use of high-risk Al, was vetoed by the Governor of Virginia. HB 2094
would have required developers of high-risk Al systems to provide detailed documentation outlining the
limitations and performance evaluations of their systems and detailing measures taken to mitigate
algorithmic discrimination risks.

e HB 2094 would also have required deployers to disclose Al usage to consumers, particularly
in cases of adverse decisions, and to offer consumers opportunities for appeal in such
cases.

e The Attorney General would have had enforcement authority and potential fines for breach
would have ranged from $1,000 to $10,000.

e The explanation of the Governor's veto describes HB 2094 as one that ‘stifles progress and
places onerous burdens’ on businesses and warns that it could have harmed ‘the creation of
new jobs, the attraction of new business investment, and the availability of innovative
technology’.

e It remains to be seen whether the Democratic-controlled Virginia General Assembly will seek
to override the (Republican) Governor’s veto, which would require a two-thirds vote in both
houses. It will also be interesting to see if this impacts the progress of other state Al bills in
e.g. Texas, lllinois and New York.

ltalian Senate approves bill amending copyright protections for Al works; On 20 March 2025, the
Italian Senate approved a bill on Provisions and Delegation to the Government on Al (the Bill). The Bill
amends Law No. 633 on the Protection of Copyright and Neighbouring Rights by limiting copyright
protections to works of human intellect. Under the Bill, works generated using Al tools are afforded
copyright protection only if they represent the result of the human author's intellectual effort

e The Bill also provides for access by Al models (including generative Al models) to certain
information online. Under the Bill, Al models can reproduce and extract works or materials
which are available online or in databases for the purpose of text and data mining, providing
that such access is legitimate.

e Inrelation to the EU Al Act, the Bill appoints two institutions to oversee compliance and
implementation. The Agency for Digital Italy (AgID) is tasked with promoting Al innovation
and overseeing the accreditation and monitoring of Al conformity bodies. The National
Cybersecurity Agency (ACN), meanwhile, has responsibility for supervising Al systems and
monitoring cyber security risks. In addition, the Bill appoints AgID as the notifying authority
and ACN as the market surveillance authority under the EU Al Act.

e The Bill is now subject to approval by the Chamber of Deputies, which is the final stage of
approval before it can come into force.
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Japan's Financial Services Agency publishes discussion paper on responsible use of Al in the

finance sector ; On 4 March 2025, Japan’s Financial Services Agency (FSA) published an Al discussion
paper on the use of Al in the financial sector.

The paper is based on a survey of 130 financial institutions, as well as interviews with
selected firms and international policy developments. The paper suggests use cases for both
traditional and generative Al, including automation of business processes, customer
interaction, risk management and market analysis.

The paper identifies challenges such as explainability, bias, cybersecurity and the potential
for Al to be misused in financial crime. It also gives examples of effective Al governance
measures adopted by financial institutions, including internal policies and staff training
programmes, which are suggested as models to be adopted by others in the sector

UK Copyright Licensing Agency expands licences to support generative Al use in the workplace; On

18 March 2025, the UK Copyright Licensing Agency (CLA) announced that new permissions would be
added to its commercial and public sector licences, allowing businesses to use copyright-protected
content to prompt generative Al tools.

The new permissions will come into effect on 1 May 2025. Businesses will be able to upload,
or copy and paste, third party materials into generative Al tools at work without infringing any
copyright in the materials, subject to payment of a licence fee.

This follows research by the CLA involving 4,000 organisations, which found that 61% of
professionals are already using generative Al at work, many of whom upload third party
materials into their prompts.

US NIST finalises guidelines to mitigate cyberattacks on Al systems;; On 20 March 2025, the US

National Institute of Standards and Technology (NIST) issued final guidelines for Al developers and
deployers to identify and mitigate cyberattacks on their systems (the Guidelines).

The Guidelines differentiate between predictive and generative Al systems, and set out the
potential attacks relevant to each. The attacks are further classified with respect to the type
of Al system, the stage of the machine learning process in which the attack is mounted, and
the objectives and capabilities of the attacker.

By listing and analysing the various possible attacks that could be launched, the Guidelines
aim to assist organisations in understanding the risk and severity of the attacks and to
employ mitigation technigues accordingly. For each different class of attack, mitigation
techniques are listed and technical detail is given on how they can be employed and the
challenges they face. For example, the Guidelines set out three main classes of defences
against adversarial evasion attacks: adversarial training, randomised smoothing and formal
verification.

Al Bill reintroduced to the House of Lords; On 4 March 2025, Lord Holmes presented the Artificial

Intelligence (Regulation) Bill to the House of Lords for the second time. The Bill is currently awaiting its
second reading, in what is the latest effort to introduce Al-specific legislation to the UK.
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e The Bill proposes a range of governance and regulatory frameworks, including the creation of
an Al Authority, a regulatory body that would be tasked with ensuring that key regulatory
principles are followed during the creation, development and use of Al. The proposed Bill
would require the Al Authority to be responsible for:

o ensuring the development and utilisation of Al in accordance with key regulatory
principles, including safety, transparency, fairness, accountability and contestability

o ensuring alignment with sector-specific regulators in respect of Al
assessing and monitoring risks across the economy arising from Al

o collaborating with relevant regulators to construct regulatory sandboxes for Al to
provide opportunities for companies to test Al technology in real-world conditions

o implementing a public consultation regarding the risks, opportunities and appropriate
frameworks

e The requirements under this proposed legislation also include a number of design
requirements, such as provisions around data protection, privacy and intellectual property
law.

e Under the Bill, new regulations must ensure that persons involved in training Al must supply
to the Al Authority a record of all third party data and IP used in that training and assure the
Al Authority that they use such data and IP by informed consent and comply with all
applicable IP and copyright obligations.

e The Bill also provides that any person supplying a product or service involving Al must give
users clear health warnings, labelling and allow third parties accredited by the Al Authority to
audit its processes and systems.

European Commission publishes third draft of general-purpose Al Code of Practice; On 717 March
2025, the general-purpose Al (GPAI) Code of Practice entered its final round of drafting, with a
streamlined structure compared to previous drafts and with refined commitments and measures based
on stakeholder feedback.

e This revised draft is based on a list of broad commitments and provides more detailed
measures to implement these commitments. It includes two sections detailing transparency
and copyright obligations for all GPAI providers, with certain exemptions for open-source
models in line with the Al Act. It also includes a user-friendly Model Documentation Form
allowing signatories to document the required transparency and copyright information
relating to the relevant GPAI model in one place.

e The third section of the draft is only applicable for providers of the most advanced GPAI
models that are classified as posing systemic risk in accordance with Article 51 of the AIA,
albeit this is a major focus of the Code. This section outlines measures for systemic risk
assessment and mitigation, including model evaluations, incident reporting, and
cybersecurity obligations.

e Therevisions are drawn from feedback on the second draft, which was published in
December 2024. Alongside this third draft, the authors have introduced an executive
summary and interactive website to facilitate stakeholder engagement.

e Separately and independently from the new draft of the Code, the Al Office is developing a
template for the public summary of GPAI training data required by Article 53(1)(d) of the AIA.
It is also providing guidance on AlA rules, clarifying the scope of the rules and exemptions for
open-source models.

139


https://sites-simmons-simmons.vuturevx.com/e/fe0y1otw5nnwaaw/f654d6cb-7457-4945-928d-36c5126511b5

European London
Venues & Energy
Intermediaries Brokers'
Association Association

o Stakeholders are invited to submit feedback by 30 March 2025. Workshops will be offered to
ensure comprehensive engagement, with the final Code expected by May to aid compliance
with the AIA by GPAI providers.

o Read the latest draft of the Code here and the interactive website published by its authors
here.

European Commission publishes model contractual clauses for procurement of non-high-risk Al
systems ; On 5 March 2025, the European Commission published a new version of model contractual
clauses, which were originally published in September 2023. These model contractual clauses aim to
aid responsible Al procurement.

e This updated version includes both more comprehensive clauses for high-risk Al systems,
and lighter clauses for lower risk Al systems.

e These new model contractual clauses are accompanied by practical guidance on the
implementation of procurement practices that comply with Al regulations.

e The model contractual clauses are drafted to ensure that parties to a contract concerning
the procurement of Al are in compliance with the AIA.

o With varying levels of onerousness depending on the risk classification of the relevant Al
system, the model contractual clauses include measures to contractually require such
parties to:

o establishrisk and quality management systems

o provide the necessary technical documentation for the relevant Al system
o implement measures to ensure adequate levels of human oversight

o comply with adequate transparency and data governance obligations

OECD publishes common framework for Al incidents reporting; The Organisation for Economic Co-
operation and Development has published a report which outlines a common framework (the
Framework) for incident reporting relating to Al.

e The Framework aims to create a global standard for the reporting of Al-related incidents that
can be adopted across various jurisdictions and sectors. The Framework outlined in the
report would enable countries to adopt a common reporting approach that could then be
tailored to ensure compliance with regulation and local reporting requirements.

e The Framework consists of 29 criteria and is designed to assist policymakers in
comprehending Al incidents in various contexts, identifying high-risk systems, assessing
both current and emerging risks, and evaluating the impact of Al on individuals and the
environment.

Japan government passes new Al bill; On 28 February 2025, the Japanese government passed a bill
on Al, allowing the state to assess cases of misuse of Al, conduct investigations and order firms to take
corrective measures.

e The bill obligates companies to cooperate with the Government's Al measures. It stipulates
that businesses that infringe on the rights and interests of the people, such as by spreading
false information, will be investigated and told to take corrective measures. If companies
violate human rights in their use of Al, their names will be disclosed to be public.
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e However, the bill opts to leave it up to the companies themselves to improve their safe and
transparent use of Al and does not include penalty provisions. Malicious cases of Al misuse
will face penalties under existing laws including the criminal code and the copyright law.

e The bill states that a task force, led by Prime Minister Shigeru Ishiba and all Cabinet
ministers, will be established to shape Al policy and develop a national Al strategy.

e The bill also states the Government should promote international cooperation, such as by
actively participating in the creation of international Al standards based on the Hiroshima Al
Process.

Utah legislature sends Al consumer protection bill to governor for approval; On 13 March 2025, the
Utah legislature sent a generative Al consumer protection bill (Senate Bill 226) to the governor for final
approval, after it was signed by the Speaker and the President of the Senate on 8 March 2025.

e Senate Bill 226 defines terms such as ‘generative artificial intelligence” and ‘high-risk artificial
intelligence interaction’ and outlines disclosure obligations for suppliers using generative Al
in the provision of consumer transactions or regulated services.

e In particular, Senate Bill 226 requires clear disclosure when individuals are interacting with
generative Al, with specific provisions for verbal and written interactions, which will help
consumers understand how their data is being used and the nature of the services they are
receiving.

e Senate Bill 226 also establishes liability for businesses that violate consumer protection laws
related to Al. Read Senate Bill 226 here.

South Korea issues guidelines to prevent user damage in the process of generative Al services; On
28 February 2025, the Korea Communications Commission introduced new guidelines (the Guidelines)
to mitigate user harm associated with generative Al services which will come into effect on 28 March
2025.

The Guidelines proposed six implementation methods for protecting users of generative Al services:

o Protection of user personality rights: Developers and service providers must implement
algorithms and monitoring systems to detect and prevent content that infringes on users'
personality rights.

o Efforts to inform users about the decision-making process: Service providers should clearly
communicate that outputs are Al-generated and provide accessible information about the
Al's decision-making process.

o Efforts to respect diversity: Developers and service providers should reduce bias in
algorithms and provide users with intuitive methods to report and address potentially
discriminatory outputs.

e Management of input data collection and utilisation: Service providers must inform users
about data usage for training and allow them to consent or opt-out.

e Responsibility and participation in resolving issues: Service providers should define
responsibilities for Al outputs and establish systems to minimise potential harm to users.

o Efforts to ensure healthy distribution and dissemination of generated content: Service
providers should guide users to avoid inappropriate content and review prompts and outputs
to ensure they comply with moral and ethical standards.
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e The Guidelines also offer best practices to enhance user protection, addressing concerns like
deepfake crimes and discrimination.
e Read the report here and the Guidelines here (only available in Korean).

AML & MAR

2023 2024 2025
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FCA expected to engage between Q4 2023 and Q2 2024 on Regulations to be laid in due course on changes to

various commitments in the Economic Crime Plan 2023- the process for implementing regulations
UK AML 2026. identifying high risk third countries.

REGIME Clarification of due ~ HM Treasury
diligence required expected to publish »
on PEPs under response document By Q4 2024 FCA will develop a

strategy for how to address
financial crime related to ESG
issues.

MLRs 2017 in force  on future AML/CTF
10 January 2024. supervisory regime
in Q2 2024.

On 27 March 2025, HM Treasury issued an updated Money Laundering Advisory Notice; The update
reflects changes to the countries in scope of High Risk Third Countries, as defined in the Money
Laundering Regulations 2017, following updates to the lists of the Financial Action Task Force at its
plenary meeting in February 2025.

e On 21 February 2025, the FATF published the most recent update to its lists of jurisdictions
identified as having strategic deficiencies in their AML/CTF regimes, of “Jurisdictions Under
Increased Monitoring” and “High-Risk Jurisdictions subject to a Call for Action”.

e Inresponse to the latest FATF statements, HM Treasury advises firms to consider, at the time
of publication, that the following jurisdictions are considered ‘High-Risk Third Countries’ as
defined by Regulation 33 of the MLRs:

o Algeria + Angola + Bulgaria « Burkina Faso « Cameroon « Cote d'Ivoire « Croatia *
Democratic People’'s Republic of Korea « Democratic Republic of the Congo + Haiti « Iran
* Kenya * Lao PDR « Lebanon + Mali - Monaco « Mozambique + Myanmar « Namibia
Nepal « Nigeria « South Africa « South Sudan + Syria * Tanzania + Venezuela « Vietnam -
Yemen

e Of these jurisdictions, the following are also subject to financial sanctions measures at the
time of publication of this notice, which require firms to take additional measures:

o Democratic People's Republic of Korea « Democratic Republic of the Congo + Haiti « Iran
* Mali - Myanmar + South Sudan « Syria « Venezuela « Yemen

e Details on financial sanctions targets by regime can be found here.

e Forthese purposes, regulation 33(3) explains that: « a relevant transaction means a
transaction in relation to which the relevant person is required to apply customer due
diligence measures under regulation 27; « being established in a country means:
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o

o

in the case of a legal person, being incorporated in or having its principal place of
business in that country, or, in the case of a financial institution or a credit institution,
having its principal regulatory authority in that country; and

in the case of an individual, being resident in that country, but not merely having been
born in that country.

e An"HRTC” is defined as:

o

@)
@)

“a country named on either of the following lists published by the Financial Action
Task Force as they have effect from time to time—

(i) High-Risk Jurisdictions subject to a Call for Action;

(ii) Jurisdictions under Increased Monitoring”

Market Abuse and Market Manipulation Summit; Latest developments in market abuse detection and

prevention - 28th April 2025, Central London

08:30 Registration, networking coffee and breakfast

09:15 Chair's opening remarks

09:20 Keynote address: The FCA's agenda to combat market abuse and enforcement
priorities
Therese Chambers, Co-Executive Director, Enforcement and Market Oversight,
Financial Conduct Authority - confirmed

09:40 Panel discussion: Key trends in market abuse and manipulation: using Al and
data driven techniques to combat them
Moderator: Munib Ali, Partner, AlixPartners - confirmed
Panellists
Paul Clulow-Phillips, Managing Director, Global Head of Market Abuse
Surveillance, BNP Paribas — confirmed
lan Blair, Group Head of Surveillance, HSBC
Steve Livermore, Global Head of Wholesale Conduct and Markets Surveillance,
Barclays

10:25 Panel discussion: Latest developments in market abuse enforcement
Moderator: Oliver Pegden, Partner, Clifford Chance - confirmed
Panellists
Dr Greg Leonard, Senior Vice President, Cornerstone Research - confirmed
Rachel Cockshutt, Head of Regulatory Change, Europe, Royal Bank of Canada
Ronald Tee, Director, Global Transaction Surveillance Monitoring, Barclay

11:10 Morning coffee and networking break

11:35 Panel discussion: The effectiveness of the regulatory treatment of market
abuse in the crypto markets
Moderator: thc
Panellists:
lan Taylor, Executive Director, Crypto UK - confirmed
Laura Navaratnam, UK Policy Lead, Crypto Council for Innovation (CCl) -
confirmed
Rupert Thorne, Deputy Secretary General, Financial Stability Board

12:20 Panel Discussion: European regulatory co-operation and enforcement: what

are the implications for UK based firms?
Moderator
Panellists
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Speaker tbc, AFM
Carlo Milia, Director, Head of Market Abuse Investigation Unit, CONSOB -

confirmed
Raul Navarro, Deputy Director Equity Markets, CNMV - confirmed
13:05 Lunch and Networking break
14:15 Panel discussion: Challenges in regulating the foreign exchange and
commodities markets
Moderator
Panellists
Christopher Rich, General Counsel, Financial Markets Standards Board -
confirmed

Kristina Combe, Chief Risk Officer, LME
Alexander McDonald, CEQ, European Venues and Intermediaries Association

14:55 Presentation: Overcoming the challenges in relying on third party systems for
trade surveillance
Speaker tbc

15:15 Panel discussion: Latest developments in the identification and dissemination

of inside information

Moderator: thc

Panellists:

Fleur Eysenck, Legal Counsel, Litigation, Investigations and Enforcement -
confirmed (subject to clearance)

Glen Harding, Head of Fixed Income and Equities Surveillance, BNY Mellon
Further speakers tbc

15:55 Fireside chat: Individual accountability: Liability of PDMRs and the impact of
the SMCR
In conversation with...
Speaker tbc

16:15 Chair’s closing remarks

16:20 Afternoon tea and networking

Financial Crime

The FCA's strategy puts financial crime enforcement first; Interventions and enforcement take a back
seat for most of the FCA's 2025-30 strategy. Or do they?

e The need for speed - Yes, the FCA reiterates its aim for a more streamlined portfolio of
enforcement cases. But it still wants "the same number of outcomes". Just "delivered faster".
It wants to ensure that those who break the rules are "swiftly held accountable”.

o And it wants to use "new approaches" (curious to know more about these) to better
handle supervisors' significant caseload, "so we can act faster and more assertively
where harm is greatest".

o This doesn't look like a de-risked interventions and enforcement environment at all.
Instead, it looks like a more volatile one. One where firms must stay nimble to
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respond effectively to potential regulatory escalation. One where firms will prepare for
the directions of travel FCA supervisors and investigators might take by expanding
and front-loading their own internal fact-finding and remedial work.

e Good cop, bad cop: one area where the FCA is, if anything, more strident in its enforcement
messaging on Financial crime. Specifically, firms using authorisation as a "cover for crime”.

o Butit goes on, taking on a good cop / bad cop vibe. The FCA sees regulated firms as
a vital line of defence against the criminal misuse of financial services. It wants to
"work with those firms who we know want to play their part in tackling crime’, and
encourages innovation and tech here. But it also wants to continue to "act against
those through which criminal cash finds its way into our system’.

o Theinterventions and enforcement risks here can be significant. When the FCA sees
potential AML controls shortcomings in a firm, one of its favoured responses is to
impose a requirement restricting or preventing new business. Which can be
significantly more costly than a fine.

e To de-risk here, what's a firm to do?

o Keep your AML and financial crime controls functions adequately resourced, of
course. And regularly review your policies, procedures and risk assessments.

o Project proactivity. Take opportunities to show your supervisors you're quickly
remediating AML issues. And consider engaging with industry-wide innovation
initiatives on AML and financial crime controls. Information sharing will be key, whilst
respecting data protection - enabled by tech. Will we finally see industry-wide
multiparty computation initiatives gather steam?

o Prioritise potentially illicit funds flows with the greatest volume (these may more
quickly invite FCA intervention). Yes, high-value transactions; but also keep honing
your automated capability to detect smaller-value transaction groups suggestive of
layering. And attend to all potential money laundering channels: for example, money
laundering through the markets (MLTM) is receiving increasing attention.

APPG on Investment Fraud and Fairer Financial Services publishes supplementary report on FCA; On
25 March 2025, the All-Party Parliamentary Group (APPG) on Investment Fraud and Fairer Financial
Services published its second Supplementary Report on the FCA.

e The Supplementary Report on the FCA is being published in instalments, with the first having
been published in February 2025. The first instalment explained that the subsequent
instalments would each be a study of how the FCA has handled a particular recent scandal,
with an emphasis on what the FCA's decisions and actions have been, and “how those
decisions and actions have adversely impacted consumers and the reputational integrity of
the sector, thereby harming trust and confidence in the UK’s financial industry and
consequently acting as a brake on growth”.

The EBA Consults on New Rules Related to the Anti- money Laundering and Countering the
Financing of Terrorism Package; March 25, 2025
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e EBA's consultation paper outlines proposed regulatory technical standards (RTS) in response
to the European Commission's Call for Advice on strengthening the EU Anti-Money
Laundering Authority (AMLA) framework.

e The key areas covered include:

o 1) Risk Classification of Financial Institutions — Establishes a standardized
methodology for assessing the inherent and residual AML/CFT risks of financial
entities, using an automated scoring system with supervisory adjustments;

o 2) Selection for AMLA Direct Supervision — Defines criteria for identifying high-risk
financial institutions for AMLA oversight, requiring entities to operate in at least six
Member States and meet specific transaction and customer thresholds;

o 3) Customer Due Diligence (CDD) Rules - Standardizes CDD, including simplified and
enhanced due diligence (EDD), ensuring alignment across Member States while
allowing alternative verification for customers lacking elDAS-compliant credentials;

o 4) Sanctions & Enforcement — Introduces harmonized penalty frameworks to ensure
proportionate, effective, and dissuasive enforcement across the EU, focusing on
individual accountability and periodic penalty payments (PePPs).

e The consultation is open until June 6, 2025, with final recommendations due by October 31,
2025. The RTS aim to create a consistent, risk-based, and efficient AML/CFT supervision
system across the EU.

The ESAs call for vigilance amid rising geopolitical and cyber risks; The three European Supervisory
Authorities (EBA, EIOPA and ESMA - the ESAs) today published their Spring 2025 Joint Committee
update on risks and vulnerabilities in the EU financial system, which focuses on the challenges linked to
geopolitical tensions and cyber risks.

e The ESAs warn that growing geopolitical tensions and rising cyber risks present significant
challenges to financial stability. These include trade disputes, rapidly shifting policies,
ongoing international conflicts and the prospect of economic fragmentation which are
reshaping global markets, requiring heightened vigilance and adaptability from supervisors
and financial entities alike.

¢ Financial institutions must navigate growing uncertainties, including exposure to
international markets, liquidity risks and the evolving role of artificial intelligence (Al).
Ensuring resilience in the face of these developments is crucial.

e The ESAs, therefore, emphasise the need for proactive risk management, stronger cyber
resilience and a close monitoring of global financial linkages, including currency risks. As
financial markets continue to evolve, international cooperation and regulatory preparedness
will be key to maintaining stability. Against a background of high geopolitical risks, the ESAs
recommend that supervisors and financial entities prepare for continued market volatility,
consider the potential materialisation of liquidity risks and stand ready to adapt to adverse
developments, including by provisioning adequately.

e To better manage cyber and digitalisation risks, supervisors and financial institutions should
continue to strive for robust data governance, critically assess Al solutions and their
compliance with the Al Act, and support the timely implementation of the Digital Operational
Resilience Act's provisions.
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Background; This Spring 2025 Joint Committee update on Risks and Vulnerabilities was
presented at the meeting of the Financial Stability Table of the EU’s Economic and Financial
Committee (FST-EFC) on 27-28 March 2025 as input from the ESAs

A recent survey by Kroll reveals growing concerns about financial crime risks in 2025, with nearly
75% of senior global financial services professionals expecting an increase, Mondovisione reported.
Cybersecurity threats and data breaches are the top risk factors, cited by 68% of respondents. The
survey also highlights challenges in sanctions compliance and geopolitical risk preparedness.
Meanwhile, Europol has issued a warning about the role of Al in organized crime, stating that it
enables the creation of highly realistic synthetic media that can propagate violence and normalize
corruption, making criminal activities more precise and devastating, Fortune reported.

The FATF has recently launched three public consultations, as follows:

Payment Transparency — FATF Recommendation 16 requires financial institutions to
exchange information on who has sent and who is due to receive payments, allowing
financial institutions to identify suspicious transactions and law enforcement to trace cross-
border payments. The FATF is undertaking a major update to these standards for the first
time in a decade as part of the G20 roadmap to make cross-border payments faster, cheaper,
more transparent, and inclusive. The revisions aim to update the standard so that it reflects
developments in the global payments landscape and evolving illicit finance risks. The FATF
has launched a public consultation for feedback before it finalises the revisions. The public
consultation can be found here and is open until 18 April 2025. All responses should be sent to
FATE Publicconsultation@fatf-gafi.org.

Revisions to Recommendation 1 on financial exclusion — The FATF has recently updated
Recommendation 1, which aims to ensure countries apply a risk-based approach to their
anti-money laundering and counter-terrorism financing and proliferation financing measures.
The revisions put increased focus on proportionality and taking simplified measures in cases
of lower risk. The FATF has launched a public consultation on updating its financial inclusion
guidance, including to reflect the standard revisions. The public consultation can be found
here and is open until 4 April 2025. All responses should be sent to
FATE.Publicconsultation@fatf-gafi.org.

Complex Proliferation Financing and Sanctions Evasion Schemes — The FATF is undertaking
a study aimed at improving country and private sector understanding of current Proliferation
Financing risks. The study will detail the evasion techniques used by those evading the
targeted financial sanctions. It will focus on providing a comprehensive up-to-date
understanding of typologies in complex sanctions evasion schemes relevant to proliferation
financing and identifying enforcement challenges and best practices. The public consultation
can be found here and is open until 21 March 2025. All responses should be submitted using
the following online form: link.

The new proxies: The EU's police agency Europol has warned that criminal organisations

increasingly use Al to stage attacks on behalf of hostile powers.
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Widening the sanctions net in uncertain times: latest developments in the U.S., EU, and U.K's

sanctions targeting Russia; In the context of the third anniversary of Russia's invasion of Ukraine, the

U.S., EU, and U.K. continue to implement new measures to stifle Russia’s war efforts.

e The Biden administration continued to escalate sanctions targeting Russia ahead of the

change in presidential administration. President Trump has subsequently intervened actively
on the international stage as regards the broader conflict in Ukraine. Since taking office, he
has raised the possibility of both loosening the Russian sanctions regime and introducing
more comprehensive sanctions. The future direction of travel is therefore highly uncertain.

e Atthe same time, in the last nine months, the EU has further enhanced its sanctions against
Russia through the adoption of its 14th, 15th, and 16th sanctions packages. In parallel, the
U.K. has placed a renewed emphasis on its enforcement of trade sanctions, widening the

scope of reporting requirements and clamping down on sanctions circumvention. In

February 2025, it imposed its largest package yet, with over 100 new designations. This note
looks into the latest sanctions requirements in the U.S,, EU, and U.K. and their implications
for businesses. These changes significantly alter the landscape for compliance. The situation

remains highly dynamic.
e U.S. sanctions: continuing escalation and change in administration
o Overview

e Inearly 2025, under President Biden's outgoing regime, the United States issued sweeping
new rounds of sanctions targeting Russia, particularly the Russian petroleum sector and the

broader energy sector, all of which still remain in place at the time of writing.
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Energy sector sanctions
Executive Order 14024 (EO 14024) authorizes the imposition of blocking (i.e., freezing)
sanctions on various categories of persons meeting the detailed criteria, including, as
relevant here, on any person determined by the U.S. Secretary of the Treasury, in consultation
with the U.S. Secretary of State, to operate or have operated in the technology sector, the
defense and related material sector, or any other sector of the Russian Federation’s economy
as determined by the U.S. Secretary of the Treasury (in consultation with the U.S. Secretary
of State). Prior to January 10, 2025, 16 sectors of the Russian economy had been targeted
under EO 14024.
On January 10, 2025, the U.S. Secretary of the Treasury issued a determination identifying
the energy sector of the Russian Federation under EO 14024. Notably, this determination
targeting the Russian energy sector mirrors a previously issued determination introduced in
2014 pursuant to Executive Order 13662 (EO 13662) as part of the Ukraine-/Russia-Related
Sanctions program.
In connection with the new determination pursuant to EO 14024, the U.S. Treasury
Department’s Office of Foreign Assets Control (OFAC) has stated in public guidance that it
intends to publish regulations, defining the term “energy sector of the Russian Federation” to
include “activities such as the procurement, exploration, extraction, drilling, mining,
harvesting, production, refinement, liquefaction, gasification, regasification, conversion,
enrichment, fabrication, manufacturing, testing, financing, distribution, purchase or transport
to, from, or involving the Russian Federation, of petroleum, including crude oil, lease
condensates, unfinished oils, natural gas, liquefied natural gas, natural gas liquids, or
petroleum products, or other products capable of producing energy, such as coal, wood, or
agricultural products used to manufacture biofuels; the development, production, testing,
generation, transmission, financing, or exchange of power, through any means, including
nuclear, electrical, thermal, and renewable, to, from, or involving the Russian Federation; and
any related activities, including the provision or receipt of goods, services, or technology to,
from, or involving the energy sector of the Russian Federation economy.”
Any person identified by the U.S. Secretary of the Treasury, in consultation with the U.S.
Secretary of State, as operating in the Russian energy sector may now be targeted with
blocking (i.e., freezing) sanctions. U.S. persons! will be generally prohibited from engaging in
any transactions or dealings with or for the benefit of any persons so targeted, and non-U.S.
persons engaging in any such transactions or dealings will risk becoming sanctioned
themselves.
Petroleum services sanctions
Executive Order 14071 (EO 14071) (concerning “‘new investment” in, and the provision of
certain services to, Russia) prohibits the exportation, re-exportation, sale, or supply, directly
or indirectly, from the United States or by a U.S. person (wherever located) of any category of
services as determined by the U.S. Secretary of the Treasury (in consultation with the U.S.
Secretary of State) to any person located in Russia.
On January 10, 2025, the U.S. Secretary of the Treasury issued a determination identifying
“petroleum services” as a category of prohibited services under EO 14071.
OFAC has stated in public guidance that it intends to publish regulations defining the term
“petroleum services” for these purposes as “services related to the exploration, drilling, well
completion, production, refining, processing, storage, maintenance, transportation, purchase,
acquisition, testing, inspection, transfer, sale, trade, distribution, or marketing of petroleum,
including crude oil and petroleum products, as well as any activities that contribute to

149


https://www.aoshearman.com/en/insights/widening-the-net-recapping-the-us-eu-uks-recent-sanctions-targeting-russia#1

European London
Venues & Energy
Intermediaries Brokers'
Association Association

Russia’s ability to develop its domestic petroleum resources, or the maintenance or
expansion of Russia’'s domestic production and refining. This would include services related
to natural gas as a byproduct of oil production in Russia.”

e Three types of service are specifically excluded: (i) petroleum services related to isotopes
derived from petroleum manufacturing that are used for medical, agricultural, or
environmental purposes; (ii) certain authorized services related to the maritime transport of
crude oil and petroleum products of Russian origin (provided such products are purchased at
or below relevant price caps); and (iii) services in connection with the wind down or
divestiture of an entity located in Russia that is not owned or controlled, directly or indirectly,
by a Russian person. OFAC has also issued a new general license which authorizes all
otherwise prohibited transactions which relate to the Caspian Pipeline Consortium,
Tengizchevroil, or Sakhalin-2 projects until June 28, 2025.

e Subject to the above and unless otherwise authorized by OFAC, U.S. persons are now
generally prohibited from, directly or indirectly, providing petroleum services to any person in
Russia.

o Additional sanctions designations

e Since early 2022, OFAC has continued to target Russian individuals and entities with
sanctions, as well as non-Russian entities targeted for engaging in transactions with or in
support of the Russian defense sector or other targeted sectors of the Russian economy.

o Concurrently with the new sanctions targeting the energy sector and petroleum services, and
again on January 15, 2025, the U.S. imposed blocking (i.e., freezing) sanctions on dozens of
persons engaged in Russia's energy sector by identifying such persons on OFAC's List of
Specially Designated Nationals and Blocked Persons (the SDN List, and persons identified
thereon, SDNs). It is noteworthy that many of these new sanctions designations were
imposed pursuant to both EO 14024 and EO 13662 and, in many cases, OFAC re-designated
previously sanctioned persons under EO 13662. Unlike EO 14024, EO 13662 is a covered
authority pursuant to the Countering America's Adversaries Through Sanctions Act
(CAATSA). CAATSA mandates the imposition of sanctions in certain circumstances and
includes: (i) mandated procedures for the removal of sanctions in some cases; and (ii)
provisions for the legislative override of sanctions terminations. Consequently, the double
designation of persons pursuant to EO 14024 and EO 13662 and/or re-designation of certain
already sanctioned persons to add designation pursuant to EO 13662 may have the effect of
making it more difficult for the Trump administration to unilaterally remove these sanctions.

e Those targeted include a number of oil-carrying vessels, traders of Russian oil, and Russia-
based oilfield service providers, as well as increased sanctions on two major Russian oil
producers - PJSC Gazprom Neft and OJSC Surgutneftegas, and various of their respective
subsidiaries and affiliates.

e These sanctions generally prohibit (absent authorization from OFAC) transactions or
dealings with a U.S. nexus (i.e., any U.S. persons or conduct occurring from, through, or
within the United States) in or involving: (i) such SDNs or any entities in which such SDNs
own an interest of 50% or more (directly or indirectly, individually or in the aggregate) (such
persons, Blocked Persons); and (ii) any property or interests in the property of such persons.

e Additionally, non-U.S. persons may face some risk of being targeted with so-called “derivative
designation” sanctions (which include, among others, blocking sanctions) for materially
assisting, sponsoring, or providing “financial, material, or technological support” for, or goods
or services to, any SDNs or Blocked Persons targeted under EO 14024 and/or EO 13662.
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Note that “financial, material, or technological support” is broadly defined under U.S. Russia
Sanctions and includes, among other things, “any transmission of value.”
Also on January 10, 2025, OFAC issued several general licenses authorizing otherwise
prohibited transactions, subject to certain conditions, for varying periods of time. Among
other authorizations, OFAC has licensed the wind down of existing transactions involving
certain newly sanctioned persons as of January 10, 2025, until February 27, 2025.
Uncertainty around the Trump administration
The continuing escalation of sanctions detailed above were all implemented during the final
days of the outgoing administration and were broadly consistent with the sanctions policy of
the Biden administration with respect to Russia since 2022. The Trump administration may
pursue a different course. Although, as recently as January 22, 2025, President Trump
threatened Russia with additional sanctions, he and various members of the Trump
administration have also sounded more conciliatory notes regarding Russia. Most recently,
the Trump administration entered into negotiations with Russia over the war in Ukraine, and
relaxation of at least some sanctions targeting Russia may be more imminent than appeared
even as recently as last week. According to reports released on March 3, 2025, the Trump
administration directed the U.S. Department of State and the U.S. Department of the
Treasury to draft a list of sanctions that could be eased. These reports state that U.S.
officials will discuss this list with Russian representatives during talks, to improve diplomatic
and economic relations between the United States and Russia. It is expected that any easing
of sanctions might focus on Russian “oligarchs.” It remains to be seen how the U.S.
sanctions policy targeting Russia will evolve in the coming months and years. Companies
and organizations with potential exposure to Russia and Russian-facing sanctions will need
to closely monitor ongoing developments.
EU sanctions: anti-circumvention and claims brought by Russian entities
The EU has continued to be active in expanding its Russia sanctions regime, introducing its
14th, 15th, and 16th sanctions packages in June 2024, December 2024, and February 2025,
respectively. A particular focus has been on sanctions circumvention. Protections have also
been put in place in response to an increasing wave of legal claims brought by Russian
entities against EU corporates. Further, enhancements have also been implemented as
regards the due diligence mechanisms. A particularly novel development has been a new
“best efforts” requirement on EU entities to ensure that their global subsidiaries do not
undermine the EU sanctions regime.
The “best efforts” requirement
Since Russia’s invasion of Ukraine in February 2022, the European Commission has
consistently and clearly emphasized, in its Frequently Asked Questions (FAQs), that EU
entities and persons are prohibited from using their non-EU subsidiaries to engage in
conduct that they themselves would be prohibited from directly undertaking. Such conduct
would amount to indirect breaches and/or circumvention of the relevant restrictions. While
persuasive, however, the FAQs are not legally binding and do not impose standalone legal
obligations. Moreover, the previous measures and this guidance are all based upon the
standard paradigm for the imposition of sanctions whereby prohibitions are introduced on
dealings with certain persons, sectors, or geographies.
Against this backdrop, and to further tighten the scope of the EU’s restrictions as
implemented in practice, the EU’s 14th package introduced a new “best efforts” requirement.
This requires EU entities and persons to use their best efforts to ensure that non-EU entities
which they “own” or “control” do not participate in activities which undermine the restrictions
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set forth in Regulation (EU) No. 833/2014 (Regulation 833), the primary piece of EU
legislation laying out the EU’s sanctions against Russia. This development is novel in that it
imposes a positive legal obligation on EU entities to take steps concerning the activities of
their affiliates, which obligation could be breached via a failure or omission to take action (as
opposed to the usual situation where sanctions are infringed through engaging in some
prohibited act). The requirement is also novel in light of the likely territorial effects of the
measure and the conflicts of law issues that it can give rise to.

o "Best efforts” are not defined in Regulation 833. The recitals to the 14th package suggest
that “best efforts” should be understood as “comprising all actions that are suitable and
necessary to achieve the result of preventing the undermining of the restrictive measures in
[Regulation 833]". Examples of such actions are provided, such as the “implementation of
appropriate policies, controls, and procedures to mitigate and manage risk effectively,
considering factors such as the third country of establishment, the business sector and the
type of activity of the legal person, entity or body that is owned or controlled by the [EU]
operator.” This understanding is confirmed by the European Commission's FAQs published in
November 2024.

e The "best efforts” requirement, introduced in both Regulation 833 and the analogous
Regulation (EU) No 765/2006 that sets forth the EU’s sanctions targeting Belarus by the EU’s
14th package, was also extended to Regulation (EU) No. 269/2014 (Regulation 269) in the
EU's 16th package. Regulation 269 sets forth the EU's asset freeze restrictions targeting a
range of Russian entities and persons.

e These restrictions will continue to present challenges for many Western companies with a
continued presence in Russia. Russia has introduced a broad range of counter-sanctions
measures, preventing Russian entities from taking steps to comply with the sanctions
regimes of “unfriendly” countries. As a result, many corporate groups likely now face a
difficult conundrum whereby EU entities are required to use best endeavors to bring their
subsidiaries (including any Russian subsidiaries) into line with EU sanctions, but Russian
subsidiaries are prevented by local law from adopting policies in furtherance of EU sanctions.
The "best efforts” requirement has forced businesses to look closely at existing corporate
structures to decide how far the duty extends, the steps needed to comply, and how to
address potential conflicts of law. Notably, the distinction between the approach as (on its
face) worded in Regulation 833, and the associated recitals and FAQs would appear to be
helpful, suggesting that Member States should take into account the precise circumstances
of any particular activity and set of measures adopted.

o Enhanced due diligence measures

e The EU has also extended the requirement to include “no-Russia” clauses in contracts with
non-EU entities to sales, licenses, and transfers of certain intellectual property rights and
trade secrets. Guidance in this regard has been included in the European Commission’s
FAQs.

o Relatedly, the EU’s 16th sanctions package requires EU operators selling certain “sensitive
goods” to third countries to implement due diligence measures to identify, assess, and
mitigate the risk of such goods being re-exported to Russia. This may go beyond the “no
Russia” clauses required thus far, in that it imposes a positive obligation to conduct due
diligence on customers. The European Commission has not, however, published any
guidance as to how the substance of any such due diligence measures should look. On its
face, though, and in the absence of clarificatory guidance, this new requirement has the
potential to become a very onerous obligation on EU operators.
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Anti-circumvention measures

There have been several recent changes to the EU's position on anti-circumvention
measures.

For context, in 2011, the Court of Justice of the European Union (CJEU) issued a preliminary
ruling on the concept of circumvention under the EU’s sanctions against Iran (Criminal
proceedings against Mohsen Afrasiabi and Others [Case C-72/11]). The CJEU held that
“‘circumvention” covered “activities which, under cover of a formal appearance which enables
[the operator] to avoid the constituent elements of an infringement of [the relevant
prohibition], nonetheless have the object or effect, direct or indirect, of frustrating [that]
prohibition.” The CJEU also noted that, for the purpose of the prohibition against
circumvention, the terms “knowingly” and “intentionally” imply “cumulative requirements of
knowledge and intent” (our emphasis in bold). These requirements could be met where a
person is “aware that their participation may have that object or that effect and he accepts
that possibility.”

The 14th package formally codified the CJEU's exposition, expanding upon the prohibition
against circumvention in Regulation 833 to specify that circumvention includes “participating
in [prohibited] activities without deliberately seeking that object or effect, but being aware
that the participation may have that object or effect and accepting that possibility.”

This materially lowers the threshold for triggering this offense. In many instances, decisions
as regards sanction-sensitive transactions will inevitably carry a degree of risk. Operators will
need to be more mindful than ever as to how they calibrate that risk and ensure that their
activities are legally robust.

More broadly, in June 2023, the EU introduced the ability to designate, as EU asset freeze
targets, persons or entities that facilitate the circumvention of EU sanctions or that otherwise
significantly frustrate the EU’s anti-circumvention prohibitions (see our article here). This
authority was exercised in the EU’s 15th package, which included new designations of
various Chinese, Indian, Iranian, Serbian, and UAE entities as EU asset-freeze targets. The
16th package expands on this by also including new designations of various entities from
Kazakhstan, Singapore, and Turkey. Vessels from third countries which are used to
circumvent the G7 oil price cap or otherwise support the Russian energy sector have also
increasingly been targeted.

Relatedly, the European Commission has provided additional, more expansive guidance
concerning circumvention. Recent FAQs highlight that participation in structures created to
avoid the effects of a person’s possible future designation may still constitute circumvention
once that person becomes designated. The mere participation in such a structure may
suffice to amount to a breach, even if no new assets reach or benefit the designated person.
Knowledge, defense and due diligence

Article 10 of Regulation 833 and article 2 of Regulation 269 provide that actions by EU
operators should not give rise to any liability if they did not know, and had no reasonable
cause to suspect, that their actions would infringe the EU’s sanctions. The 14th package
clarified that this defense cannot be invoked where an EU operator has failed to carry out
appropriate due diligence. Such due diligence should take into account publicly or readily
available information, be proportionate, and include various controls. At a minimum, EU
operators should:
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o Screen all parties involved in a transaction. This screening should include both the
direct counterparty’s (e.g., customer’s) beneficial owners, as well as those of other
parties involved (e.g. upstream suppliers, service providers, banks, etc.).

o Assess the export control-related restrictions that may apply to the goods and
services being provided.

o Perform a risk analysis of the transaction. Relevant factors may include the
contractual protections included in the transaction documents, the rationale for the
transaction, the payment flows involved, the shipment route, the intended end-use of
the goods, and any risk that the goods may be diverted.

Protection against claims by Russian companies

Against the backdrop of an increasing number of claims brought by Russian entities against
EU operators, recent sanctions packages have introduced several protections for EU
operators who dealt with or have or had contractual relationships with Russian entities. Many
of these relationships would have existed prior to the invasion of Ukraine and are now being
litigated as EU entities have ceased to make payments or deliveries, or provide services, to
Russian counterparties, resulting in claims.

First, new measures have been introduced to allow for companies relying on certain
provisions in the Russian Arbitration Code to be designated as transaction ban targets (with
analogous consequences as the existing transaction ban pursuant to Article 5aa of
Regulation 833). The Russian Arbitration Code has sought (as a matter of Russian law) to
bring disputes involving a Russian entity targeted by EU sanctions within the exclusive
competence of the Russian courts, effectively enabling Russian entities to sidestep EU
sanctions by lodging claims against EU operators before the Russian courts. To
disincentivize Russian entities from initiating proceedings in Russia, the 14th package
permits any entities which rely on these provisions to be designated as transaction ban
targets.

Second, the 14th package provided EU operators with an avenue to seek damages from
Russian and Russia-connected entities where losses are incurred as a consequence of
claims lodged with courts in third countries, in connection with any contract or transaction
the performance of which has been affected by EU sanctions. The 16th package even
broadened that avenue by clarifying that EU courts should be competent to hear such
claims. For this route to be available, the EU operator must not have “effective access to the
remedies under the relevant jurisdiction.” Recitals of the 16th package clarify that Union
operators can be regarded as being de facto deprived from having effective access to the
remedies under those domestic jurisdictions in situations where Russia or another third
country takes measures to frustrate compliance with EU sanctions regulations.

Third, the 14th package granted EU operators a right to seek damages from Russian and
Russia-connected entities if they benefited from the Russian authorities’ decision to seize
Russian assets owned or managed by investors associated with so-called “unfriendly foreign
states” (which include the EU Member States). The Russian authorities’ decision must be
illegal under international customary law or a bilateral investment treaty entered between an
EU Member State and Russia and, as above, the EU operators must also not have “effective
access to the remedies under the relevant jurisdiction.”

Fourth, the EU has taken steps under the Energy Charter Treaty (ECT) to deny claims made
by Russian and Belarusian investors. The EU and certain Member States have commenced
their withdrawals from the ECT, and the EU has also decided that protection under Part III of
the ECT will be denied to Russian and Belarusian investors.
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Finally, the 15th package prohibits the recognition or enforcement in the EU of rulings issued
by Russian courts based on the Russian Arbitration Code. This prohibition was laid down in
response to the Russian Supreme Court’s decision in A40-214726/2023 (NS Bank v Lukolil),
which ruled that the Russian courts had jurisdiction to hear the claim despite the contract
between NS Bank and Lukoil stipulating that disputes would be subject to arbitration by the
London Court of International Arbitration.

Other aspects of the EU's 14th, 15th, and 16th sanctions packages

The EU has imposed a number of additional restrictions in its 14th, 15th, and 16th packages.
These include:

o Anexpansion of the EU’s trade-related restrictions to a wider range of goods.

o A prohibition on EU operators which are owned 25% or more by Russian persons
from transporting goods by road within the EU.

o New restrictions targeting Russian-origin LNG. The provision of reloading services for
the purpose of transshipment of Russian-origin LNG is now prohibited, as is the sale,
supply, transfer, or export of any goods, technology, or services to Russian persons
and entities for the completion of LNG projects.

o Arestriction on EU entities operating outside Russia from directly connecting to the
Central Bank of Russia's System for Transfer of Financial Messages (SPFS), as well
as transaction bans on non-Russian credit or financial institutions that use the SPFS,
thereby combating Russia’'s attempts to sidestep the G7 SWIFT restrictions by
creating a home-grown version of SWIFT.

o Atransaction ban on certain credit and financial institutions and crypto-asset
providers which are engaged in transactions that facilitate the export (etc.) to Russia
of goods targeted by the EU’s trade-related restrictions.

o A prohibition on EU intellectual property offices from accepting certain new
applications for trademark and patent registrations that are filed by Russian persons
and entities.

o Restrictions on the acquisition of shares by a Russian natural or legal person in
certain EU companies (specifically, road transport undertakings) beyond a 25%
threshold. This is a notable example of EU restrictions biting below the 50%
‘ownership” threshold.

o Atransaction ban on certain designated ports, locks, and airports in Russia used to
transport targeted goods.

We further note that Member States have until May 20, 2025 to transpose EU Directive (EU)
2024/1226, which seeks to harmonize sanctions enforcement across the EU. This Directive
seeks to address the disparity in sanctions enforcement between Member States by
harmonizing both the type of offense constituted, and the penalties that may potentially be
imposed as a result, for sanctions breaches across the EU. Member States, such as Poland,
have begun updating their criminal laws as a result, and companies should beware of
changing enforcement practice across the EU.

No new EU sanctions were announced on March 10, 2025 when the new EU Commission,
headed by President Ursula von der Leyen, summarized its achievements of its first 100 days
in office. However, despite suggestions of peace talks, we can expect further sanctions and
wider support measures as the EU continues pursuing its efforts to support Ukraine (seen
recently by the offer of a Ukraine support package to secure Ukraine's energy system
including its integration into the European energy market, or by proposing an agreement

155



European London
FVIA = | EBA =

Intermediaries Brokers'

Association Association

between Ukraine and the Council of Europe for the establishment of a Special Tribunal for the
Crime of Aggression against Ukraine).

o UK. sanctions: enforcement and reporting

e The UK. has been less active than the EU in terms of introducing new measures. However, in
recent months, it has substantially bolstered its enforcement regime for trade sanctions and
placed an increased emphasis on combating sanctions circumvention. The U.K. has also
continued to add new designations of entities and individuals under the U K. sanctions
regime.

e The launch of the Office of Trade Sanctions Implementation

e On October 10, 2024, the Office of Trade Sanctions Implementation (OTSI) was launched. As
a sister body to the U.K. HM Treasury's Office of Financial Sanctions Implementation, OTSI's
focus is on enforcement of the U.K's trade sanctions. Its role involves investigating
suspected breaches of trade, aircraft, and shipping-related sanctions, monitoring
applications for trade licenses, and clamping down on circumvention of the U.K's export
controls.

e In conjunction with OTSI's launch, the Trade, Aircraft and Shipping Sanctions (Civil
Enforcement) Regulations 2024 came into effect on October 10, 2024. These regulations
supplement existing trade, aircraft, and shipping-related restrictions by introducing new civil
enforcement powers, including the ability to impose monetary penalties on a strict liability
basis.

e Anti-circumvention measures

e Inalignment with the EU, the U.K. has also sought to clamp down further on sanctions
circumvention. A large number of tankers which are part of Russia’s “shadow fleet”,
transporting oil and LNG to and from Russia, have now been designated as U.K. asset-freeze
targets.

e (OTSl has published practical guidance to assist businesses with establishing adequate due
diligence policies and procedures. This guidance provides an illustrative list of goods that
face enhanced export control-related restrictions (e.g., industrial machinery) and sets forth a
range of jurisdictions that pose higher risks from a sanctions perspective (e.g., China, India,
and Uzbekistan). Businesses are encouraged to carry out enhanced due diligence in relation
to transactions with counterparties from these jurisdictions. While this guidance is not legally
binding, the approach set forth therein will inform OTSI's enforcement of the U.K's trade
sanctions.

e “NoRussia’ clauses

o “No Russia" clauses are contractual clauses which prohibit the buyer/importer of goods from
re-exporting items, directly or indirectly, to Russia. Such clauses seek to protect sellers from
becoming indirectly involved in a breach of sanctions or export controls. In contrast with the
EU regime, the U.K's Russian sanctions regime does not formally require exporters to include
such clauses in their contracts. Recent guidance from OTSI has, however, suggested that
such clauses will be regarded as best practice for due diligence. Template wording has also
been provided, which may be helpful as a starting point for exporters.

e Increasing pace of new designations; On February 24, 2025, the U.K. announced the largest
sanctions package against Russia since 2022, with 107 new designations. In summary:

o Targets include producers and suppliers of machine tools, electronics, and dual-use
goods for Russia’s military, including microprocessors used in weapons systems.
These are based in a range of third countries, including Central Asian states, Turkey,
Thailand, India, and China.
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o The UK. Government added 67 new entries to the U.K. sanctions list, including over

30 entities.

o The UK. has also used for the first time its powers to impose sanctions on persons
who provide financial services, or make available funds, economic resources, goods,
or technology, to persons involved in obtaining a benefit from or supporting the
Russian government. For example, the Kyrgyzstan-based OJSC Keremet Bank has

been sanctioned.

o An additional 40 shadow fleet ships have been sanctioned, bringing the total number
of oil tankers sanctioned by the U.K. to 133.

Conduct / Enforcement / Reporting

U.K:SM&CR

Expectedin 2025

0—

Outcome of SM&CR Review by HMT, PRA
and FCA

o

Consultation on removing the
Certification regime

Implementation for CCPs, CSDs
and exchanges

+ Wil firms still have to internally assess + SM&CR extended to these FMI under
staff, under a less burdensome regime? FSMA 2023

Or will the assessment requirement be

removed entirely?

+ Should align with the outcome of the
SM&CR review

U.K: SM&CR

SENIOR MANAGER FUNCTION (PRA AND FCA)

Chief Executive Officer Chair of the Nomination
Committee

Chair of Governing body Head of Key Business Area

Chief Finance Senior Independent Director

Executive Director Compliance Oversight

Chief of Risk Committee MLRO

Chair of Audit Committee Group Entity Senior Manager

Chief Risk Chief Operations

Chair of the Remuneration Other Overall Responsibility

Committee

Head of Internal Audit

U.K.;: Enforcement

CERTIFICATION FUNCTIONS

Significant Management Function

Proprietary traders

CASS Operational Oversight Function
Functions subject to qualification requirements
The client dealing function

Anyone who supervises or manages a Certified Function
(directly or indirectly), butisn’t a Senior Manager

Material Risk Takers

Algorithmic trading

Q1 2025: FCA final new approach to publicising enforcement investigations
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Following strong criticism of its original proposals, the FCA published revised proposals in
November last year.
2. Proposed amendments are to the:

—

Public interest test:

e Including in the test, the impact of an announcement on the relevant firm, which would be
central to the FCA's consideration of whether to announce an investigation and name the
firm.

e Adding a new factor of the potential for an announcement to seriously disrupt public
confidence in the financial system or the market.

Time firms have for responding to notices of proposed announcements
A firm will be given 10 business days' notice (originally the FCA had proposed one day) to

make representations, with a further two business days' notice of publication of any
announcement if the FCA decides to proceed after taking these representations into account.

Prudential & Risk - Financial Stability, Operational
Resilience

Operational resilience
UK EU

PRA/FCA Consultation Paper 26/23| EU Digital Operational Resilience Act (DORA)
Oversight framework, second batch of RTS and

‘Operational Resilience: Critical Third Parties to ITS published 17 Jan 2024 :
the UK Financial Sector’ published on 7
December 2023 ICT risk management framework

Second UK Consultation paper expected Q4
Classification of ICT-related incidents
This will include how and when data is collected on
the use of third parties and will overlap with Harmonised templates for the register of
existing outsourcing notification requirements. information

Policy on ICT services performed by ICT third-
party providers EU Commission reviewing before
adopting the technical standards

Papers
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i.  OpRes - Cyber Simmons+Simmons; The EU Cyber Resilience Act — 28 Jan
i. OpRes-DORA Hogan Lovells; European Commission confirms that financial services

are not ICT services for DORA purposes — 30 Jan

iil. OpRes - DORA Simmons+Simmons; DORA: Clarifying regulation of |CT services — 28

Jan

iv. OpRes - DORA Simmons+ - Simmons; DORA: Implementation day is here — 17 Jan

v.  OpRes-DORA Hogan Lovells; DORA — One week to go — 10 Jan

Vi OpRes - DORA Linklaters; Commission rejects DORA subcontracting rules — 31 Jan

vii.  OpRes - DORA Linklaters; EU shares key guidance on DORA — 23 Jan

viii.  OpRes-DORA Linklaters; DORA deadline day arrives: Here are five things firms still need
todo - 16 Jan
2023 2024 2025
BRRD Daisy Chain Formal adoption of EBA work to deliver The CRR3 Momberstaites must
amendments Regulation provisions CRR3/CRDVI package and CRR3/CRDVI mandates Regulation is to adopt and publish
consequential on on indirect publication in Official Journal ~ ongoing. apply (with measures,,

R LMl the Daisy Chain  subscription of expected May 2024. limited implementing the. CRD)
Regulation had to internal MREL eligible : ’ exceptions) from VI Directive 18 months
be broughtinto  instruments within Formal adoption of the Daisy 1 January 2025. "og‘yt.hf dfa 1o 0f, |tsd %

‘ i i i H en into force and 1o
force by 15 resolution groups Chain Directive expected in Q2 ol hosd mea i

2024.

November 2023. apply from from the following day.
1 January 2024.
2023 2024 2025
Basel 3.1 - PRA first Basel 3.1 — HMT Basel 3.1 - PRA Basel 3..1 — Third Cryptoasset Basel 3.1 - UK
Policy Statement expected to second Policy PRA Policy exposures - BCBS  implementation
T T IaER] (Ps17/23) published Publishdraft Statementexpected ~ Statement expected Standards (SCOB0) date —1 July
M December 2023 secondary Q22024 following publication on prudential 2025.
Implementation g islation i . f seconda
legislation in of secondary treatment of
SDDTs~PRAfSL 5034, SDDTs - PRA plans to egistation by HM s
Policy Statement . Treasury. o
(PS15/23) published CoNANCon cot) implemented by 1
elements of the regime January 2025.
December 2023. in Q2 2024.
2023 2024 2025
EXBXDIXD I I
EBAreporton  EBAexp dto C ission reports on various The first data on the diversity
prudential finalise Guidelines on  aspects of IFD and IFR due by practices under the planned
treatment of benchmarking of 26 June 2024. EBA GLs is expected to be
IFDAFR ESG-related diversity practices in reported in 2025 with a
assets 2024. EBA report on convergence and rzeofze;ence date of 31 December
published gender-neutral remuneration ?
October 2023. policies expected Q2 2024.
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- Germany _simmons

Simmons
Guidelines =
* 8 July 2024: BaFin issued a gupervisory notice for DORA: !Flﬂn‘\.dﬂlﬁ\
» Non-binding y
» Aim: ies i ing th RA i fe T risk (Arti -
[;(;“R:;’:::;‘CT lmrd-pﬂrt;nnsk manageme;te(ADrgdes 28-30 DORA;" regulan 1CT sk management (Artictes 5 - 45 + The German Federal Financial Supervisory Authority (BaFin) and the German Bundesbank play a crucial role in the

5 i " " implementation and monitoring of DORA.
» Content: Implementation instructions, Overview of minimum contractual contents that supervised companies imp! ! toring

must agree with ICT third-party service providers » Monitor compliance by German financial institutions and ICT third-party service providers
+ In the event of violations, BaFin can issue orders that are appropriate and necessary to ensure compliance

Circulars » Among ather instruments, BaFin may order an investment management company to:
* VAIT, ZAIT and KAIT: BaFin repealed these circulars with effect of 16 January 2025 Cease and desist
o BATE: Take corrective and remedial action if necessary

- Chapter 11 BAIT: repealed with effect of 16 January 2025
> BAIT twill be fully revoked by 31 December 2026

The level of fines for breaches is significant (fines up to €5 million - depending on the offence) &

National on remain including and (see also « Option to impose criminal penalties, potentially in lieu of administrative penalties, with competent

thorities having
Recital 29 DORA: "Those principles are complementary to the sectoral law applicable to outsourcing”) access to information related to criminal investigations and proceedings (Art. 52)

——
& spain Emons

regarding the EU Digital Finance Strategy, in the Draft Bill on

the ) Modernisation of the ector (Anteproyecto de Ley de digitalizacién y modernizacién

del sector financiero. )

+ The Draft Bill covers a wide range of participants, including payment system operators, payment scheme operators,
electronic money payment and payment in Spain

+ The Draft Bill includes amendments to the sanctioning regime of various regulations

» Depending on the severity of offence and the type of entity, the level of fines for breaches is significant (fines up
to €10 million in case of credit institutions or €6 million for management companies)
Guidelines
= CNMV: g December 2024: Reporting of major incidents and significant cyber threats
» System in process for collecting notifications through its Virtual Office (CIFRADOC), requiring a legal person
certificate for submissions
—» Temporary system following a specific template provided by CNMV based on RTS/ITS
» Inform the CNMV via the cybersecurity mailbox of the intention of the entity to send a notification

- DGSFP: Reporting of major incidents and significant cyber threats
» The telematic procedure TEL242 is available on the Electronic Office
» Communication following a template provided by the DGSFP

Other
CNMV published results of a self-assessment exercise carried out by 245 entities
—» Covers main aspects of operational resilience included in the European DORA

» The repert also includes recommendations, expectations, regulatory issues worth highlighting and references to
support materials of technical nature that may be helpful in the implementation of DORA

Netherlands “Simmene
yeen implemer. through an Implementing Governmental Decree and an amendment to the Financial
B B e PO oo e

17 Janu

The Central Bank of Ireland has confirmed the following in its capacity as national competent authority under DORA:

The Dutch Authority for the Financial Markets (AFM) and the Dutch Central Bank (DNB) are appointed as the relevant

supervisory authorities in respect of DORA (including for threat-led penetration testing)
* DORA Registers of Information

Irish firms must submit Rols between 1-4 April 2025 based on information as of 31 March 2025 * The authorities have strong enforcement powers:
CBI will publish a system guide on how to submit an Rol via the CBI Portal in March 2025 Imposition of cease and desist orders, subject to penalties
Pre-enrol with the Portal in advance of changes to the MFA MFA P Impasition of fines ranging from €10,000 to €5 million, depending on the type of violation

Option to publish the offence and the name of the offender

+ Major ICT-related Major Incident and Significant Cyber Threat Reporting Reporting of incidents:
The CBI has created a site for Major ICT-related Incident and Cyber Threat 1S Enabled through the respective website portals of the authorities
This site contains links to the reporting templates and a "How To" guide on reporting Entities under NIS2 must also report to relevant national CSIRT

Enforcement actions
Focus of authorities is on obtaining Registers of Information
Entities subject to TLPT to be designated in Q1 2025
‘Good Practice Information Security’ guidelines to be revoked

+ Threat-Led Penetration Testing (TLPT)
The CBI announced in December 2024 that it would begin engaging directly with in-scope firms on TLPT in the
coming weeks
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Luxembourg +Simmons

The 2024 Law appoints the National Authority for the Financial Sector (CSSF) and the National Authority for the
Insurance Sector (CAA) as the two supervisory authorities

Powers of supervision and investigation

Sanctions
Different types of instruments : cease and desist
Administrative fines: up to €5 million or 10% of the annual turnover, including administrative fines against
members (individuals) of the management body and any other individual responsible for the breach

CSSF Press Release; 5 December 2024 DORA ion - i and advice on prep
» Reminding FE to have a LEI code for reporting purposes
» Natification process "eDesk” platform: creation of the eDesk role of “IT Incident Notifier” before 17 January
» Existing ICT contracts:
no need to notify previous agreements already notified (critical ICT outsourcing)
Agreements not already notified shall be listed in the Rol

CSSF Press Release: 15 January 2025: Entry in application of DORA Regulation on 17 January 2025
» Incident reporting:
notification to the CSSF in case of outsourcing the reporting obligation
Identification of FE entities which need to report during WE and bank holidays in February 2025
» Register of Information: to be submitted to the CSSF from 1 April 2025 to 15 April 2025 via eDesk

CSSF 24/847 Major ICT-related incident notification, DORA Major ICT-related incident and significant cyber
threats reporting - User Guide: updated as of 17 January 2025

LEBA

London
Energy
Brokers'
Association
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IFR/ CRR/ CRD6 & Operational Risk, Resilience

What's coming up for the UK and EU capital regimes?

REVISED UK BASEL 3.1
IMPLEMENTATION

EUCRR Il EU CRD VI DaNE

APPLICATION APPLICATION PRA announced on 17 January a
. further delay to UK.

App"ESﬁTal Basel lll standards Applies generally from 11 implementation of ‘Basel 3.1" until

generally* from 1 January 2025 January 2026 1January 2027

London
Energy
Brokers'
Association

END OF BASEL 111
OUTPUT FLOOR
PHASE IN

Both the EU and UK. propose the

output floor be fully implemented
by 1January 2030.

EU CRR 11l U.K. SDDT CAPITAL
APPLICATION REGIME

*FRTB standards application 1January 2027 implementation
deferred until 1 January 2026 anticiapted

BCBS STANDARDS ON
PRUDENTIAL
TREATMENT OF
CRYPTOASSET
EXPOSURES

Intended implementation date 1
January 2026

U.K’s ‘smarter’ prudential regulatory framework

HMT restatement of equivalence regimes
Review of leverage ratio requirement thresholds
Amendments to large exposures framework
New rules on step-in risk

A smarter ring-fencing regime; Evolution Not Revolution

Transferring CRR provisions to PRA rulebook and statements of policy

e Financial Services and Markets Act 2000 (Ring-fenced Bodies, Core Activities, Excluded

Activities and Prohibitions) (Amendment) Order 2024

e Changes to ring-fencing thresholds:

«  Core deposit threshold - £35bn
+  Secondary threshold

+ De minimis threshold on exposures to single RFI

e Architectural reforms:

«  Geographical restrictions removed

« 4 year transitional period on merger/acquisition

e Permitted products and services:

+  SMEs
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Trade finance

Debt restructuring

Conduit vehicles

Derivatives

Central banks and MDBs
e Approach to international firms
e UK - PRACP11/24 — International firms: Updates to SS5/21 and branch reporting
e EU- New restrictions on cross border banking services (CRD VI)

Operational Incident and Third — Party Reporting: The FCA is consulting (CP24/28) on reporting
operational incidents and material third — party arrangements. The consultation, which closes in
March, includes detailed reporting tables.

Operational Resilience / Cyber security

e ESAs: ESAs are recruiting Heads of Unit for their DORA Joint Oversight Team (20 Dec), The
ESAs’' Dry Run exercise shows the goal of reporting of registers of information under Digital
Operational Resilience Act in 2025 within reach (17 Dec)

e PRA:CP17/24 — Operational resilience: Operational incident and outsourcing and third-party
reporting,

e PRA: Operational resilience: operational incident and outsourcing and third-party reporting for
financial market infrastructures (FMIs) (13 Dec)

e ECB Banking Supervision: Operational & ICT risk SREP methodology (17 Dec)
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Green finance, ESG & Disclosures

Timings currently in the CSRD

Timings in the Postponement
Proposal ‘

2025 2026 2027 |— 2028 2029

(] vz IR

Whilst Europe continues on its Omnibus joyride, the US appears to be stuck in reverse-drive mode.
On the other hand, the APAC region has seen a surge of forward momentum with China issuing a
framework for green bonds, and Japan introducing its first-ever sustainability disclosure standards.

Ongoing is the Economist Impact's World Ocean Summit. The warm and kind welcome of
the locals made up for the chilly spring weather which kept the cherry blossoms still nestled
shyly in their buds. The investment case for the ocean remains stronger now than ever
before, as ocean acidification is the latest planetary boundary to reach critical thresholds. In
a world where breaching boundaries is very much on trend, why should this matter? Well,
simply put — acidification significantly impairs the ocean’s ability to serve as the ‘lungs of the
planet’ as the ocean is the world's largest carbon sink. The finance-focused discussions
focused on blue bonds and ocean-focused investment funds. It was also heartening to see
a strong representation of small-island states at the Summit including the attendance by the
heads of state for Palau and the Marshall Islands. The Summit coincided with the welcome
news of Portugal becoming the first country in the world to enshrine a ban of deep-sea
mining into national legislation.

On the theme of planetary boundaries, the European Environment Agency recently published
its progress report against its 2030 environmental targets including its long-term priority
objective of living well within planetary boundaries by 2050 at the latest. Whilst progress has
been made in areas such as eco-innovation and greening the economy, the report card
reads ‘Could Do Better’ on decreasing the region’s consumption footprint and increasing the
circular material use rate.

Across the Pacific, the Trumpeting elephant continues its rampage on climate and
sustainability polices. The assault over the past month has gone well beyond domestic
initiatives to halt US" involvement and funding for several multilateral agreements including
the Sustainable Development Goals (SDGs), the Loss and Damage Fund and the Just
Energy Transition Partnership. Meanwhile the Trump administration’s position on military aid
has brought into sharp relief the question whether defence stocks can be considered ESG-
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friendly. The UK FCA has been first off the blocks in clarifying its stance on the issue as
covered in our UK update below.

e The theme for this month's International Women's Day was: “For ALL Women and Girls:
Rights. Equality. Empowerment”. The case for further increasing women's participation in
the workforce goes beyond the ‘woke’ ideal of equality for all. PwC's ‘Women in Work 2025’
highlighted that increased female workforce participation and a narrowing gender wage gap
have contributed significantly to economic growth, adding approximately £6.2bn annually to
the UK economy since 2011. And yet, the pace of change remains slow, with projections
indicating it will take nearly half a century to close the gender gap across the OECD.

Global Developments

1. International agreement reached on biodiversity targets; On 27 February, there was an agreement
reached on funding for biodiversity protection and steps to achieve the targets of the Kunming-
Montreal Global Biodiversity Framework (KMGBF), concluding the UN Biodiversity Conference, COP16
(previously suspended in Cali, Colombia in 2024).

e The agreement focuses on biodiversity finance, planning, monitoring, reporting, and
reviewing progress towards the KMGBF. Issues agreed upon include:

o Adopting a strategy to mobilise at least $200bn annually by 2030, with international
flows reaching $20bn by 2025 and $30 bn by 2030. The strategy includes public
finance, private and philanthropic resources, multilateral development banks, and
blended finance;

o The Global Environment Facility and the Global Biodiversity Framework Fund (GBFF)
to play key roles in supporting the KMGBF. The Global Environment Facility approved
over $3bn in support of the KMGBF, leveraging more than $22bn in co-financing; and

o The Cali Fund launched to support the fair and equitable sharing of benefits from the
use of Digital Sequence Information (DSI) on Genetic Resources, with contributions
from the private sector. The aim is for at least 50 percent of the Cali Fund resources
to be allocated to indigenous peoples and local communities.

European Developments

1. EU Commission proposes Omnibus Simplification Package; On 26 February, the European
Commission published the first of the much anticipated ‘Omnibus package, aimed at simplifying the
EU's rules on sustainability reporting and due diligence under the Corporate Sustainability Reporting
Directive (CSRD) and the Corporate Sustainability Due Diligence Directive (CSDDD) and bring in
changes to the Carbon Border Adjustment Mechanism (CBAM) and the EU Taxonomy. The proposals
include:

e A postponement directive to amend the timing of the application of certain requirements
under the CSRD and the CSDDD to:
o Delay CSRD reporting requirements for two years for companies currently due to
start reporting in 2026 (broadly large EU undertakings and large non-EU issuers) and
reporting in 2027; and
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o Delay the transposition deadline for the CSDDD (until 26 July 2027) and the deadline
for application of the CSDDD to the first tranche of companies (until 26 July 2028).

e Anamendment directive relating to the nature and scope of certain requirements under the
CSRD and CSDDD, aiming to (among other things) reduce the number of in scope
undertakings by approximately 80 percent; and

e Proposals for changes to the EU Taxonomy and the Carbon Border Adjustment Mechanism
(CBAM).

o Next steps: The European Parliament and the Council of the EU will each need to consider
the proposals and adopt a negotiating mandate before reaching agreement on the final text,
(expected soon, given the transposition date of 31 December 2025). We have prepared a
detailed briefing on these first proposals available here and will be covering updates on the
Omnibus package closely as it evolves over the coming months.

EC proposes omnibus sustainability package; On 26 February, the European Commission published
two omnibus proposals on sustainability and EU investments, designed to address overlapping,
unnecessary or disproportionate rules that are creating unnecessary burdens for EU businesses.

e The package includes amendments to the Corporate Sustainability Reporting Directive
(CSRD), the Corporate Sustainability Due Diligence Directive (CSDDD), and the Carbon
Adjustment Mechanism (CBAM).

e In particular, the proposals seek to make sustainability reporting more accessible and
efficient, simplify due diligence to support responsible business practices, strengthen the
carbon border adjustment mechanism for a fairer trade and unlock opportunities in European
investment programmes.

e The package is also accompanied by a draft Taxonomy Delegated Act for public
consultation.

e The EC published a Q&A and press release explaining in further detail the purpose of the
omnibus legislation and the changes that are proposed. The legislative proposals will now be
submitted to the European Parliament and the Council for their consideration and adoption.

e The changes on the CSRD, CSDDD, and CBAM will enter into force once the co-legislators
have reached an agreement on the proposals and after publication in the Official Journal. The
Commission invites the co-legislators to treat this omnibus package with priority, in
particular the proposal postponing certain disclosure requirements under the CSRD and the
transposition deadline under CSDDD, as they aim to address key concerns identified by
stakeholders.

e The draft Delegated Act amending the current delegated acts under the Taxonomy
Regulation will be adopted after public feedback and will apply at the end of the scrutiny
period by the European Parliament and the Council.

e Commission omnibus sustainability package—

e Pressrelease—

e Q8A—

2. EU reveals Clean Industrial Deal; On 26 February, the European Commission announced its
ambitious ‘Clean Industrial Deal’ which commits to achieving a decarbonised economy by 2050, with
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an intermediate target of a 90 percent reduction in emissions by 2040 relative to 1990. While the
details of the deal are comprehensive, key initiatives include progressing:

e The Affordable Energy Action Plan to lower energy bills and promote low-carbon transition by
speeding up clean energy roll-out and enhancing energy efficiency; The deal is an ambitious
framework which will need to be implemented strategically if the EU aims to position itself as a
leader in global clean technology and circular economy practices.

e The Industrial Decarbonisation Accelerator Act to boost demand for EU-made clean products
by introducing sustainability and resilience criteria in procurement;

e The Clean Industrial Deal to mobilise over €100bn to support clean manufacturing,
introducing a new state aid framework, enhancing the Innovation Fund, and creating an
Industrial Decarbonisation Bank;

e The EU Critical Raw Material Centre to aggregate demand for critical raw materials, and the
Circular Economy Act to accelerate circular transition by 2026, aiming for 24 percent material
circularity by 2030;

e Clean Trade and Investment Partnerships to diversify supply chains as well as strengthen the
Carbon Border Adjustment Mechanism; and

e A Union of Skills to be established, which will invest in workforce development, with
Erasmus+ reinforcing education and training programs to address skills shortages.

3. EU Commission FAQ on Taxonomy Regulation; On 5 March, the European Commission published a
Commission Notice, setting out FAQs on the interpretation and implementation of provisions of three
Level 2 delegated acts made under the Taxonomy Regulation.

e Therelevant delegated acts addressed include the Environmental Delegated Act, the Climate
Delegated Act and the Disclosures Delegated Act. The FAQs are intended to help financial
undertakings implement the legislation rather than to introduce any additional requirements.

e The notice contains technical clarifications responding to frequently asked questions (FAQs)
on:

o The objectives of climate change mitigation and climate change adaptation, as set
out in Annexes | and Il to the Taxonomy Climate Delegated Act;

o The objectives of water and marine resources, the transition to a circular economy,
pollution prevention and control, and biodiversity and ecosystems, as set out in
Annexes | to IV of the Taxonomy Environmental Delegated Act; and

o The generic ‘do no significant harm’ (DNSH) criteria for climate change adaptation,
for pollution prevention and control and for the protection and restoration of
biodiversity and ecosystems.

4. EBA report on common methodology for ESG exposures/data availability; On 24 February, the
European Banking Authority (EBA) published a report on data availability and the feasibility of a
common methodology for ESG exposures.

e The EBA's report evaluates the availability of data on ESG risks, and the possibility of creating

a standardised method for identifying banking book credit exposures to these risks. It
highlights challenges in standardising ESG risk identification and classification, and

167


https://sites-simmons-simmons.vuturevx.com/e/x6keqrjt8qdxk8a/f8804036-cbb7-4968-9eda-07487b41c6e3
https://sites-simmons-simmons.vuturevx.com/e/xzumzsbcvimkqyq/f8804036-cbb7-4968-9eda-07487b41c6e3
https://sites-simmons-simmons.vuturevx.com/e/vvecmsu1ultuuja/f8804036-cbb7-4968-9eda-07487b41c6e3
https://sites-simmons-simmons.vuturevx.com/e/53uigkdytkxzqzg/f8804036-cbb7-4968-9eda-07487b41c6e3
https://sites-simmons-simmons.vuturevx.com/e/wkyb4inttwdq3g/f8804036-cbb7-4968-9eda-07487b41c6e3
https://sites-simmons-simmons.vuturevx.com/e/wkyb4inttwdq3g/f8804036-cbb7-4968-9eda-07487b41c6e3
https://sites-simmons-simmons.vuturevx.com/e/z5eqczhmx8lmaxg/f8804036-cbb7-4968-9eda-07487b41c6e3
https://sites-simmons-simmons.vuturevx.com/email_handler.aspx?sid=f8804036-cbb7-4968-9eda-07487b41c6e3&redirect=https%3a%2f%2fwww.eba.europa.eu%2fsites%2fdefault%2ffiles%2f2025-02%2f6a3ca030-8911-42d8-8817-b99f6ea109b4%2fReport+on+data+availability+and+feasibility+of+common+methodology+for+ESG+exposures.pdf&checksum=A0B0A9AA

European London
FVIA = A=

Intermediaries Brokers'

Association Association

discusses potential building blocks for a robust methodology, including sustainability
reporting frameworks, stress testing, and ESG scores from credit assessment institutions.
Key findings include:

o Significant data gaps exist for social and governance risks, with climate risk data
mainly available for large corporations and mortgage exposures;

o A standardised approach is most feasible for climate-related transition risks in non-
financial corporates and, to a lesser extent, for mortgage exposures to households;
and

o If the EU pursues a common methodology, the EBA suggests starting with the most
advanced practices, like those for large corporates, before expanding to other areas.

Next steps: The EBA plans to assess the riskiness of exposures linked to environmental or
social factors compared to unrelated exposures and may revise the prudential framework
based on this assessment.

UK Developments

1. FCA statement on defence investments and sustainability regulations; On 77 March, the FCA
published a statement setting out its position on sustainability regulations and UK defence, clarifying
that there is nothing in its rules, including those relating to sustainability, that prevents investment or
finance for defence companies.

The FCA notes that its sustainable finance rules apply to firms providing financial products
and services as well as some listed companies. They do not require financial institutions to
treat defence companies differently because they are in the defence sector. The FCA also
reminds firms that its rules should not be confused with financial institutions' own policies
relating to the type of businesses they wish to support and their own appetite for risk, noting
that it is rightly up to individual lenders and investors whether they provide the capital that
defence companies need, or whether to invest elsewhere.

In its statement, the FCA provides further information on regimes such as the Sustainability
Disclosure Requirements and the regulations on ESG ratings providers, in efforts to clarify its
function as a supervisory authority as opposed to setting investment perimeters. Given the
pace of regulatory change in a volatile geopolitical environment, ongoing guidance and
communication on regulatory expectations are anticipated to clarify how ESG-related
regulations sit within the broader landscape.

2. CCC unveils recommendations for the UK’s Seventh Carbon Budget; On 26 February, the Climate
Change Committee (CCC) presented to the Secretary of State, a new pathway for the UK to achieve
decarbonisation by 2050.

This statutory report provides advice to the UK Government on the level of the Seventh
Carbon Budget (2038 to 2042), which aims to reduce the UK's greenhouse gas emissions by
87 percent from 1990 levels by 2040, including emissions from international aviation and
shipping.

The CCC report emphasises the importance of electrification and low-carbon technologies,
with a focus on rapid deployment and market solutions, supported by policy measures to
provide confidence to investors and consumers. The CCC stresses the need for proactive
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government engagement with affected communities, particularly in sectors like oil and gas,
to develop funded transition plans, while highlighting the economic benefits of Net Zero, such
as increased energy security and job opportunities in green sectors.

3. UK Government publishes responses to Employment Rights Bill consultations; On 04 March, the
UK government published responses to its consultations on collective consultation and fire and re-hire,
Government response to the consultation on the application of zero hours contracts measures to
agency workers, a Government response to the consultation on creating a modern framework for
industrial relations and statutory sick pay.

e The consultations relate to the Employment Rights Bill (the ‘Bill’) which aims to support
increased productivity and create the right conditions for long-term sustainable, inclusive and
secure economic growth by introducing a raft of new employment law rights including
making unfair dismissal a “day one” right with a light touch procedure for dismissal during an
“initial period” of employment (expected to be a 3 -9 month probation period).

e The Bill completed its third reading in the House of Commons and has moved to the House
of Lords.

e Next steps: If the Bill receives Royal Assent before Parliament breaks for its summer recess,
some provisions may come into force in October 2025, but most changes are not expected
to take effect until 2026, with details set out in separate regulations. See our Employment
Insight for more information.

Americas Development

1. US withdraws from Just Energy Transition Partnership; On 4 March, the United States withdrew
from the Just Energy Transition Partnership (JETP) initiative, which it helped launch to support
developing countries in their shift from coal to clean energy.

e The withdrawal ends the US contribution to the $45bn in climate finance pledged to support
JETP efforts in South Africa, Indonesia, and Vietnam. This decision is part of a series of
funding cuts for international climate initiatives under the new Trump administration. The US
has also rescinded pledges to the Green Climate Fund and exited the Paris Agreement.
Despite the US withdrawal, other partners in the International Partners Group (IPG), including
the EU, Germany, the UK and France, remain committed to continuing the JETP work.

e The US withdrawal from the JETP represents a significant shift in its international climate
policy but is in line with the current administration’s stance on international climate
agreements. While other donor nations remain committed, the absence of US support could
impact the scale and speed of global coal transition efforts.

2. US introduces Act to prevent extraterritorial scope of ESG regulation; On 72 March, US Senator
and Senate Banking Committee member Bill Hagerty, announced the introduction of the Prevent
Regulatory Overreach from Turning Essential Companies into Targets (PROTECT USA) Act of 2025.

e The proposed legislation aims to shield US companies from extraterritorial regulation, such
as the European Union's CSDDD. According to one estimate, around 315 US-headquartered
companies will be directly subject to the CSDDD.
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The Protect USA Act would prohibit certain US entities from being forced to comply with any
foreign sustainability due diligence regulation or being sued for action or inaction related to
such regulations and establishes a private right of action for such entities to bring civil
actions against the violator in US federal court, including for compensatory and punitive
damages when aggrieved.

The introduction of the Protect USA Act is in line with Senator Hagerty's record of opposing
the CSDDD. In September 2024, Senator Hagerty and Representative Andy Barr had urged
the Biden-Harris Administration to oppose the CSDDD. As the CSDDD is currently under
review by the European Commission's Omnibus process, it will be interesting to observe how
the Protect USA Act evolves.

APAC Developments

1. New Zealand proposes the introduction of an “anti-woke" banking bill; On 20 February, New
Zealand’s First's Financial Markets (Conduct of Institutions) Amendment (Duty to Provide Financial
Services) Amendment Bill (Bill), targeting what the NZ First party calls “woke” bank lending practices
was drawn from the ballot.

If enacted, the Bill would prohibit banks from denying banking services to businesses for ESG
reasons and will mean that no New Zealand business can be denied banking services unless
the decision is grounded in law. Banks could be fined up to $500,000 for each breach and an
individual could be imprisoned for up to three months or fined $50,000.

It remains to be seen whether the Bill will survive the legislative approval process. Historically,
where private members bills are proposed, only a minority make it to first reading. However,
financial institutions will be observing this development and others like it closely, to see
whether the anti-woke rhetoric continues to gain momentum in the APAC region.

2. Chinese Ministry of Finance released the framework for sovereign green bonds; On 20 February,
the Ministry of Finance of the People’s Public of China (MOFCOM) released The People's Republic of
China Sovereign Green Bond Framework (Framework).

The Framework marks China's first green bond issuance framework backed by sovereign
credit. The funds raised through the Sovereign Green Bonds issued under this Framework will
be used to finance and/or refinance eligible green initiatives from the MOFCOM's fiscal
budget. These eligible green projects cover six key categories: clean transportation,
sustainable water and wastewater management, environmentally responsible management
and restoration of living natural resources and land use, marine ecosystem protection and
restoration, pollution prevention and control, as well as resource utilisation and recycling.
The Framework aligns with both the China Green Bond Principles (2022 Edition) and ICMA's
Green Bond Principles (2021 Edition), ensuring consistency with global standards. Through
this initiative, China aims to encourage more domestic entities to participate in the
international sustainable finance market. Additionally, it supports the nation’s transition
toward low-emission business models while attracting experienced foreign investors and
capital. This move is particularly significant given European investors’ strong appetite for
responsible and green investments and amid global uncertainty in emissions reduction, such
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as the US withdrawal from the Paris Agreement. China’s sovereign green bond issuance
could provide fresh impetus to the global green transition.

3. China moves to refine the mechanism for green bond issuance by overseas institutions in the
Interbank Bond Market; On 79 February, the Chinese National Association of Financial Market
Institutional Investors (NAFMII) released the “Notice on Refining the Mechanism for Green Bond
Issuances by Overseas Institutions in the Interbank Bond Market,” (Notice).

According to the Notice, "Reputable Overseas Entities", which include non-financial
enterprises with strong reputations and experience in green bond issuance, as well as "Two
Types of Institutions" (foreign governmental agencies and international development
institutions), are now permitted to issue bonds under their existing frameworks. These
entities may utilise standards such as the Common Ground Taxonomy, the EU Taxonomy, or
ICMA's Green Bond Principles when issuing Green Panda Bonds, in addition to adhering to
China's domestic regulations.

The Notice aligns China's green finance initiatives with global standards, making it easier for
global issuers to participate. The Notice offers flexible options for proceeds management,
including bond-by-bond approaches or pooled funding, as well as using NRA accounts for
escrow, which helps tackle challenges faced by foreign issuers. Furthermore, it is a strong
step to bolster China’s position in sustainable finance, fostering market openness and
international collaboration.

EC call for evidence on amendments to Delegated Regulation under Taxonomy Regulation; On
26 February, the European Commission published a call for evidence on a draft Commission
Delegated Regulation amending Commission Delegated Regulation 2021/2178 in relation to the
simplification of the content and presentation of information to be disclosed concerning

environmentally sustainable activities.

The draft also proposes amendments to Commission Delegated Regulations
2021/2139 and 2023/2486 as regards simplification of certain technical screening
criteria for determining whether economic activities cause no significant harm to
environmental objectives.

The proposals in the Draft Regulation include a 10% de minimis threshold and excluding
from the denominator of the key performance indicators (KPIs) exposures of financial
institutions to undertakings with an average number of over 1000 employees until the
Commission’s review of Delegated Regulation 2021/2178 is finalised.

The application of the trading book and the fees and commission KPIs is also
postponed until 2027. The EC also proposes to simplify templates such as summary
KPIs and ‘per activity’ information to no longer duplicate elements that are covered by
general reporting templates.

The call for evidence closes on 26 March. Draft Regulation—
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On 24 February 2025, the European Banking Authority issued a report on data availability and
feasibility of common methodology for environmental, social and governance exposures. The
report addresses points (a) and (b) of the mandate under Article 507¢(1) of the Capital
Requirements Regulation (CRR), requesting the EBA to assess the availability and accessibility of
ESG data, and the feasibility of methodological standardisation for the identification and
qualification of credit risk exposures to ESG risks in the banking book. For that purpose, the report
investigates institutions’ current practices and methodologies, based on the outcome of a
qualitative industry survey and complementary desk-based analysis.

o Next steps; The report will be complemented by further work with a view to addressing
letters (c) and (d) of Article 501¢(1) of the CRR, which mandates the EBA to assess the
effective riskiness of exposures to environmental and social risks and the potential
effects of an adjusted prudential treatment of such exposures.

UK FCA delays extending SDR regime to portfolio managers; On 14 February, the Financial
Conduct Authority updated its webpage on extending the sustainability disclosure requirements
(SDR) and labelling regime to portfolio managers, confirming that it no longer intends to publish
a policy statement this year.

e The FCA had previously stated that, further to consultation paper CP24/8, it would
publish a policy statement with final rules in the second half of this year. However, the
updated webpage states that the FCA wants to ensure that the extension of the SDR
and labelling regime delivers good outcomes for consumers, is practical for firms, and
supports growth of the sector and so will continue to reflect on feedback and publish
an update in due course.

e Asareminder, the SDR regime was originally introduced in November 2023, applying a
new anti-greenwashing rule to all FCA-authorised firms and a range of disclosure,
labelling and naming/marketing requirements to certain UK asset managers. For more
on the CP24/8 consultation which proposed extending the regime to portfolio
managers, please see our blog.

UK Chancellor launches coalition to improve sustainable sovereign debt; On 20 February, the
UK chancellor co-hosted a roundtable with the president of the European Bank for Reconstruction
and Development and launched a new coalition on sustainable sovereign debt.

e The coalition aims to bring together government and private sector stakeholders to find
innovative solutions for more sustainable sovereign debt financing in developing
economies. The chancellor also signed a memorandum of understanding with the
president of the EBRD setting out cooperation on the EBRD annual meeting and
business forum in London in May.

e The agenda will see governors approve the bank’s next 5-year strategy and highlight
opportunities for UK businesses to work with the EBRD in key markets. In addition, a
new taskforce will advise the government and institutional investors on how to unlock
investment and support London’s position in the climate and development finance
sector.
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Transatlantic clean investment monitor 3; battery manufacturing; Breugel; 06 March 2025.pdf

e Manufacturing investments and capacities

e As the transition from combustion-engine to electric vehicles has progressed, along
with the growing importance of stationary grid-connected batteries, investment in
battery manufacturing has grown. While much of this investment has so far been in
China, investment is significant and growing in Europe and the US.

e The value chain for manufacturing a battery is long and complex8. The primary
materials are chemical compounds formed from elements including lithium, nickel and
cobalt, which must first be mined. Processing is then required to transform these
minerals into compounds that are suitable for battery production. Battery cell
fabrication involves the complex assembly of these prepared materials and is by far the
most capital-intensive stage. The final step is the assembly of series of battery cells
into modules and packs.

e Mostinvestment in battery manufacturing in the US and Europe has focused on battery
cells and modules, while value chains remain highly reliant on inputs from China for the
early stages of production. In 2020, investments in cell and module manufacturing were
broadly similar in Europe and the US at around $500 million to $1 billion per quarter
(Figure 2). In Europe, investment volumes have grown steadily over time, reaching just
over $3.5 billion by the last quarter of 2024. Meanwhile, the US IRA drove a rapid
expansion of investments in the US, starting in 2022. Since then, investment in the US
has shot ahead of investment in Europe, reaching a record level of nearly $12 billion in
the last quarter of 2024.

e TheIRA supercharged US activity in battery production, which accounted for more than
70 percent of US clean manufacturing investment in every quarter of 2024 (Rhodium
Group-MIT CEEPR, 2025). While still largely centred on cells and modules, a growing
share of investment is going to upstream steps, including critical minerals and
electrodes.

e Announced projects, an indicator of the investment pipeline, peaked in 2022 for both
regions (Figure 3). This came on the heels of the IRA in the US and in response to the
energy crisis in Europe (McWilliams et al, 2022). For both regions, investment
announcements slowed in 2024 thanks to substantial previous investment, tempered
EV demand growth and competition from Chinese producers. There was a spike in the
last quarter of 2024 for Europe from a joint venture announced between Stellantis and
the Chinese battery cell manufacturer CATL, for a project in Zaragoza, Spain 9.

e While investment volumes offer a market signal, it is the translation of these
investments into operational manufacturing capacity that really matters. The US and
Europe have similar manufacturing capacities (Figure 4). Both have around 200
gigawatt hours of operational battery cell capacity, or roughly equivalent to 3.3 million
electric vehicles 10 . For module assembly, we estimate Europe has 190 GWh capacity
while the US has 130 GWh.

e However, the US is poised to overtake Europe in both cell and module capacity as IRA-
driven investments break ground. If new facilities under construction are taken into
account, together with operational plants that are still ramping up production, US cell
manufacturing is expected to exceed 1,000 GWh. Europe has fewer projects in the
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pipeline and is on track to reach over 600 GWh cell capacity by the same metric.
However, the fate of new builds in both regions is not guaranteed. Changing political
priorities — in the US in particular — make ongoing monitoring of the sector critical.

o Self-sufficiency and trade

e Unable to compete with foreign-made traditional combustion vehicles, China's
advantage in EVs arose from a risky government programme to build out a new industry
(Wu et al, 2027). Now, battery manufacturing in the US and Europe is at a critical
juncture as governments in both regions seek to shore up domestic supply chains while
competing with China. Recent efforts have been reasonably successful in ramping up
battery-cell manufacturing to meet growing demand. As of 2024, domestic battery-cell
manufacturing in the US and to a lesser extent in Europe has sufficient capacity to meet
most domestic demand (Figure 5).

e Domestic battery cell manufacturing capacity, however, does not mean the US and
Europe are nearing self-sufficient supply chains. For starters, both regions rely on China
for upstream components. Even for cells and modules, rising manufacturing capacity
obscures heavy European reliance on imports, while many batteries produced in Europe
are shipped abroad. In 2023, Europe imported batteries worth $35 billion, and exported
a quarter of that amount (Figure 6). Exports primarily go to North American facilities
that largely serve the US EV market, while Europe imports cheap batteries from China
to fill the domestic demand gap (Figures 7 and 8). This strategy has helped make lower-
cost EVs available to European consumers, boosting EV deployment, but exposes the
EV supply chain to trade conflicts.

e The US also relies on imports, overwhelmingly from China. US policy under the Biden
administration, including through the EV subsidy domestic content requirements,
helped drive US demand for US-made batteries. This has helped keep batteries local;
nearly half of US exports go to US-bound auto production in Mexico and Canada.
Although China looms increasingly large, the US and Europe are also important trade
partners for batteries, with Europe supplying 10 percent of US battery imports in recent
years.

e The domestic build-out of battery manufacturing capacity accompanies another trend:
growing foreign investment in US and European plants. The overwhelming majority of
operational European battery-cell manufacturing capacity comes from companies with
headquarters abroad. The largest operational facilities belong to LG (South Korea),
Samsung (South Korea), CATL (China) and SK (South Korea). One widely anticipated
homegrown European battery producer, Northvolt, initiated bankruptcy proceedings in
2024 (Tagliapietra and Trasi, 2024).

e In the US, more facilities are domestically owned, although foreign investment is
increasing. South Korean firms have made substantial investments in US factories in
recent years, including multi-billion-dollar investments from Samsung, Hyundai, SK and
LG Chem. Chinese firms have made mostly mid-sized investments — in the millions, not
billions — notably focused on the upstream components of battery manufacturing.
These factories could help diversify in-country supply chains if completed, although
most have not yet broken ground.

e Perhaps the biggest threat to domestic manufacturing in both regions is policy
uncertainty. In the US, President Trump wants to restrict battery and auto imports from
China — broadening and intensifying tariffs enacted by his predecessor — and has sent
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mixed messages about openness to Chinese foreign investment in US factories,
restricting such investment in ‘sensitive areas’ (such as energy, critical infrastructure
and raw materials) 11 while signalling openness to Chinese companies building car
plants in the US provided they hire locally 12 . The administration has frozen all grants
and loans — many of which were awarded to clean manufacturing projects — and has
threatened core provisions of the IRA. Tariffs or the threat of them aim to protect
domestic producers. But a trade war would likely damage the burgeoning domestic
battery industry, which still relies heavily on foreign supply chains. Pulling the plug on
federal support for manufacturing and consumer subsidies would deal a major blow.

e The EU put up fewer barriers to imports from China until October 2024 13, when EU
countries approved countervailing duties on Chinese EVs following a substantial rise in
imports. Europe’s auto sector is integrated with China; in addition to relying on Chinese
battery imports, many European companies have joint ventures with production in
China14, and cars manufactured in China account for nearly a quarter of EV sales in
Europe. It remains to be seen how EU duties will balance protecting local industry with
averting an escalation with China that could slow the EV transition.

e The Trump administration is another wild card for European battery production.
President Trump’s threat to impose tariffs on the EU could slow Europe’s substantial
exports to the US. However, if the US pulls back from the global EV race, there will be
opportunities for others — including Europe — to fill the gap.

Carbon Emissions Markets

EU Commission DG TAXUD has announced several changes in the Carbon Border Adjustment
Mechanism (CBAM). The announcement can be found here on the main CBAM page. The
changes include:

e A delay to the start of submission of certificates due to imports to 2027 from 2026,
although the calculation period will still start in 2026.

e A lower threshold excluding many smaller importers from scope. However this does
not apply to electricity or hydrogen.

e Some clarifications, including that “indirect emissions” do not apply to electricity.

e Weare currently in the “transitional” phase of CBAM where reporting is required but not
the submission of certificates for imports.

ESMA final report on the European Green Bonds Regulation; On 14 February, the European
Securities and Markets Authority (ESMA) published a final report on the technical standards in
respect of the external reviewer regime under the European Green Bonds Regulation (EuGB).
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e The regime requires external reviews of the pre-issuance factsheet and allocation
report after full allocation of proceeds, and imposes certain requirements on external
reviewers.

e Thefinal report covers the regulatory technical standards (RTS) in relation to:

o (i) assessing senior management, board members and others involved in
assessment activities;

o (i) assessing sound and prudent management and conflicts of interest
management;

o (iii) assessing knowledge and experience of analysts; and
(iv) criteria applicable to outsourcing of assessment activities. Respondents
were broadly in support of ESMA's proposals.

e However, a key architectural change has been made in that the RTS on assessing
knowledge and experience of analysts (under article 28(1) of the EuGB Regulation) has
been merged into the RTS on assessing senior management, board members and
others involved in assessment activities (under article 23(6) of the EuGB Regulation).

e The final report also covers the implementing technical standards in relation to the
standard forms, templates and procedures for the provision of registration information,
where ESMA has made some technical changes including restructuring the original
proposed articles to refer to annexes split by areas of relevance, and some material
changes to the policies and procedures annex.

e ESMA has submitted the technical standards to the European Commission for
adoption, subject to non-objection by the European Parliament and Council. A
transitional period is currently in force for the external review regime, which is due to
end on 21 June 2026.

Ends. 01 April5
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