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EVIA & LEBA Compliance reference sheet; 0830 Wednesday 03" December 2025

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

November developments of note for 2025

o EU, UK and Global Wholesale Regulation round-up

o New and Relevant Open Consultations

o November Insights from Professional Services firms

o FCA enforcement actions recently with Daen Raids and High Court Actions

o KPMG Regulatory Barometer aggregate score for November remains high

o European move to a Single Supervisor & Rulebook in Leaked Docs: SIU Proposals
due today

o FCA Naming and Shaming Gets Real

i.  Regulatory Forwards Compliance Calendar 2025 — 2028
i.  Financial Standards
iv.  Detailed Thematic Notes from Q4 2025 Developments

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

e MAR

« BMR, RFRs

» Fintech, SupTech & Reg Tech Developments
e Sanctions Requirements

o Conduct, Fines & Enforcements

e Prudential & Risk

e« AML & Financial Crime

o Green finance, ESG & Disclosures

o Energy & Commodities

The final quarter of 2025 will be a busy period for regulatory developments. The FCA is
expected to finalise its cryptoasset regime, consult on Al in financial services, and continue
work on Consumer Duty and operational resilience. Meanwhile, the European Commission
and ESMA are progressing key reforms under MICAR, EMIR 3.0 and the Sustainable
Finance Framework.

November was a busy month,

Crypto-stablecoins-digital assets: FSB suggests close monitoring warranted. PRA props reg
regime for sterling stablecoins, reported on its settlement project. The crypto-stablecoins-digital
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Vi.

Vii.

viii.

Xi.

Xii.

assets area remains important, with the FSB signalling that close monitoring is warranted and
IOSCO issuing a report on Asset Tokenisation. The PRA proposed a regulatory regime for
sterling-denominated stablecoins (consultation) and reported on its project to explore settlement
of tokenised securities.

Al: ECB SSM article on Al's impact, with use cases. FCA partnership with MA Singapore for
innovation. PRA held industry roundtable. A new Head of the BIS Innovation Hub. Another area
with momentum if not exactly new rules, is Artificial Intelligence. The ECB SSM reported on Al's
impact on banking (main use cases being for credit scoring and fraud detection).

Regulatory work programmes for 2026: FSB and SRB. ECB SSM set out its supervision priorities.
AML Supervision: HM Treasury consultation. HM Treasury launched a consultation on its
proposed reforms to Anti-Money Laundering (AML) supervision.

Sustainability: EU Commission announced simplification of sustainable product transparency
rules. IAIS reported on stability implications of NatCat insurance protection gaps.

Financial stability: November G-Sll update month. No changes to members of the G-SIB list, but
a couple of changes to risk “buckets”. FSB uses the IAIS Holistic Framework for systemic
insurance sector risks (not firms). PRA reported buffer rates for UK O-Slls and updated list of UK-
headquartered G-Slls.

Reg Fees and Levies: PRA and FCA announced consultations on industry fees and levies for
2026/27.

The FCA announced a partnership with the Monetary Authority of Singapore to drive innovation
and growth. The PRA held an industry roundtable to share understanding about the impacts on
business risk. HM Treasury has called on industry to help identify the Al and tech skills needed.
The BIS appointed a new Head of the BIS Innovation Hub.

Regulatory work programmes for 2026 were released by the FSB and SRB. The ECB SSM set out
its supervisory priorities for 2026-28.

COP30 took place in Brazil. The European Commission announced simplification of the
transparency rules for sustainable financial products, whilst the EBA and EIOPA announced
support for the NGFS Declaration on the Economic Cost of Climate Inaction. The IAIS reported
on the financial stability implications from NatCat insurance protection gaps.

November is the month when annual updates to G-SII/O-Sll lists and methodologies are
announced. There were no changes to the members of the G-SIB list, and only a couple of
changes to risk “bucketing”. The FSB said it is content to use the IAIS Holistic Framework to
assess and mitigate systemic risks of the insurance sector, rather than designating Insurance G-
Slls. The PRA reported further on proposed buffer rates for UK OSlls and the 2025 list of UK-
headquartered G-Slls.

The PRA and FCA announced consultations on their schedules of industry fees and levies for
2026/27.

Investment firms / FMIs:

IOSCO: consultation on valuing CISs. Reports on: pre-hedging, ESD, disclosures, valuation data
and neo-brokers.

HM Treasury issued draft Statutory Instruments: updating the framework for intragroup OTC
derivatives; and mandating T+1 settlement.

FCA: data quality review of prudential reporting; consultations on: short selling (CP25/29), EMIR
intragroup regime (CP25/30), an equity consolidated tape (CP25/31) and transaction reporting
regime (CP25/32).
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iv.  PRA: policy on amended margin reqts for non-centrally cleared derivatives (PS23/25); Market
Notice re: pricing of ILTR Operations. BoE, MA Singapore and BoThailand to explore synchronised
FX settlement.

v.  The European Systemic Risk Board (ESRB) published a report on credit default swaps and a
working paper on price dislocations based on trade repository data.

vi.  ESMA: review of UCITS costs to investors.

Banks:

i.  ECBSSM:report on 2025 SREP results, amends to SREP methodology (business models, capital
adequacy); good practices re: "bullet loans"; three new DGs for Supervision

i.  SRB:2026 will see further testing and amended resolvability assessments

ii.  EBA: consulting on authorisation of third country branches, supervisory independence.
Guidelines on environmental scenario analysis.

iv. DG FISMA: wants industry input re: Basel Ill FRTB options

v.  PRA: confirmed (PS24/25) changed thresholds for Depositor Protection (effective 1 Dec).

vi.  FCA: details on Motor Finance comp; strategy for new retail payments infrastructures.

Markets — Key Regulatory Updates
I0SCO

o Consultation Report on Valuing Collective Investment Schemes — updates valuation principles
for hedge funds and CIS.
o Board Meeting (Madrid): Issued four publications:
o Final Report on Pre-Hedging
o Final Report on ESG Indices as Benchmarks
o Consultation Report on Secondary Market Disclosure
o Statement on High-Quality Valuation Information
e Final Reports:
o Single-Name Credit Default Swaps Market
o Neo-Brokers

FCA

e Policy Statements:
o PS25/16: Margin requirements for non-centrally cleared derivatives
o PS25/17: Sl regime for bonds and derivatives
o Consultations:
o CP25/29: Short Selling Regime changes
o CP25/30: Streamlining UK EMIR Intragroup Regime
o CP25/31: Framework for UK equity consolidated tape
o (CP25/32: Improving UK transaction reporting regime
e Other Updates:
o PISCES operator approved
o Update on bond consolidated tape provider
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PRA

ESMA

EBA

o Speech: Composing the future: Balancing innovation and human expertise

PS23/25: Margin requirements for non-centrally cleared derivatives
Market Notice: Level A pricing update
Research:
o Bond financing conditions and financial accelerator
o FXderivatives trading relationships
DLT assessment for Jan 2026
SONIA Stakeholder Advisory Group minutes

Report on CDS
Working paper on price dislocations

Algorithmic trading tops agenda at regulators’ forum

Call for authorisation for ISDA SIMM initial margin models

Markets — Intragroup Regime

FCA: CP25/30: Streamlining UK EMIR Intragroup Regime
HM Treasury: Updating UK exemption framework for intragroup OTC derivatives

Markets — Settlement

HM Treasury: Accelerated Settlement (T+1)
FCA: Draft Statutory Instrument on T+1 settlement
PRA: Synchronised FX settlement initiative

London
Energy
Brokers'
Association
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EU November developments

Pressure on EU authorities to deliver streamlining and simplification measures remains high, in line with
the EU’s competitiveness agenda. This is reflected in the European Supervisory Authorities” workplans
for 2026 (see more below). Important themes across the programmes include promoting innovation and
supporting key initiatives such as the Savings and Investments Union (SIU).

Regulatory activity continues at pace to deliver the simplification agenda. In the last quarter, the ESAs
moved forward with consultations, technical standards and supervisory reviews. Denmark will be keen
to progress its priorities on the Retail Investment Strategy, payments regulation and the SIU, alongside
efforts to streamline legislative frameworks and reduce reporting burdens, before handing over
presidency of the European Council to Cyprus on 1 January 2026. Early indications are that Cyprus will
continue with the simplification drive amid calls from some member states to deliver more systematic
simplification.

EU-UK cooperation remains key. The fourth EU-UK Financial Regulatory Forum met in Brussels in
October, and reaffirmed cooperation on financial stability, market integration and sustainable finance.
Key topics for discussion included Basel implementation and the importance of alignment on common
priorities such as the T+1 transition.

ESAs Joint Committee Work Programme for 2026: The EBA, ESMA and EIOPA have published their 2026
joint Work Programme, outlining key areas of collaboration for the coming year. The programme aims to
strengthen the financial system’s digital operational resilience, ensure the continued protection of
consumers and identify risks that could undermine financial stability. Joint work planned includes:

e Ensuring the effective operation of the Oversight Framework for critical third-party ICT providers
under the Digital Operational Resilience Act (DORA)

o Performing risk analyses to reflect ongoing geopolitical tensions and heightened uncertainties

e Further financial education and consumer protection in the EU, including within the context of
the European Commission’s SIU initiative

e Monitoring developments in the securitisation market

e Supporting the planned review of the Sustainable Finance Disclosure Regulation (SFDR)

e Collaborating on other cross-sectoral matters — e.g. financial conglomerates, innovation
facilitators and credit assessment institutions

FS Requlation: developments in November 2025

o Crypto-stablecoins-digital assets: FSB suggests close monitoring warranted. PRA props reg
regime for sterling stablecoins, reported on its settlement project.

e Al: ECB SSM article on Al's impact, with use cases. FCA partnership with MA Singapore for
innovation. PRA held industry roundtable. A new Head of the BIS Innovation Hub.

e Regulatory work programmes for 2026: FSB and SRB. ECB SSM set out its supervision priorities.

e AML Supervision: HM Treasury consultation.

e Sustainability: EU Commission announced simplification of sustainable product transparency
rules. IAIS reported on stability implications of NatCat insurance protection gaps.

e Financial stability: November G-Sll update month. No changes to members of the G-SIB list, but
a couple of changes to risk “buckets”. FSB uses the IAIS Holistic Framework for systemic
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insurance sector risks (not firms). PRA reported buffer rates for UK O-SlIs and updated list of UK-
headquartered G-Slls.

e Reg Fees and Levies: PRA and FCA announced consultations on industry fees and levies for
2026/27.

o Banks (incl payments):

o ECBSSM: report on 2025 SREP results, amends to SREP methodology (business models,
capital adequacy); good practices re: "bullet loans"; three new DGs for Supervision
SRB: 2026 will see further testing and amended resolvability assessments

o EBA: consulting on authorisation of third country branches, supervisory independence.
Guidelines on environmental scenario analysis.

o DG FISMA: wants industry input re: Basel Ill FRTB options

o PRA:confirmed (PS24/25) changed thresholds for Depositor Protection (effective 1 Dec).

o FCA: details on Motor Finance comp; strategy for new retail payments infrastr

e Insurers:

o EIOPA: draft RTSs macropru reqts for: liquidity risk management plans (LRMPs), and
macropru risk analysis.

o PRA: 2025 Life Insurance Stress Test (LIST) results including insurer-specific results.
Discussion paper (DP2/25) on innovation.

o IAIS: new org structure; consultations on: ICS-related ComFrame stds, recovery &
resolution. Updated GME doc, including ancillary risk ind's.

e Investment firms and FMiIs:

o 10SCO: consultation on valuing CISs. Reports on: pre-hedging, ESD, disclosures, valuation
data and neo-brokers.

o HMT: draft Sls - updating framewk for intragroup OTC derivatives; and T+1 settlement.
FCA: data quality review of prudential reporting; consultations on: short selling (CP25/29),
EMIR intragroup regime (CP25/30), an equity consolidated tape (CP25/31) and
transaction reporting regime (CP25/32).

o PRA: policy on amended margin reqts for non-centrally cleared derivatives (PS23/25);
Market Notice re: pricing of ILTR Operations. BoE, MA Singapore and BoThailand to
explore synchronised FX settlement.

o ESRB: report on credit default swaps, and working paper on price dislocations

o ESMA: review of UCITS costs to investors.

ESAs Joint Committee report on risks and vulnerabilities: The EBA, ESMA and EIOPA have issued their
joint Autumn 2025 statement on Risks and Vulnerabilities in the EU financial system, urging firms to
remain alert to macro-financial and operational risks given persistent inflation, high interest rates and
geopolitical uncertainty. Firms are encouraged to integrate geopolitical and trade-related risks into
strategic and operational planning. The ESAs also highlight the growing systemic relevance of cyber and
crypto-asset risks and note that institutions should look to strengthen resilience, stress test liquidity and
assess third-party dependencies. The focus on stability and contagion channels will continue through
2026, with emphasis on the importance of cyber readiness and cross-sector coordination.

Deprioritisation of level two acts: The European Commission has written to the ESAs, informing them
that in order to facilitate the simplification agenda, certain non-essential “level 2" acts will not be adopted
as previously communicated. Out of the 430 areas where the Commission has been empowered to
adopt level 2 acts, it has deemed 115 to be non-essential for financial services and has published a list of
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these. These cover a range of important files including CRR, MIFID, SFDR, AIFMD Il and Solvency II.
Notably, the Commission will not adopt any of the listed acts before October 2027. In parallel, it will
propose to amend or repeal empowerments for the non-essential acts where there is an obligation to
act within a specific deadline in the context of ongoing amendments of level 1 rules.

EBA and ESMA report on IFR/IFD: The EBA and ESMA have recommended targeted revisions to the EU
investment firms’ prudential framework that will be submitted to the European Commission. These aim
to improve the functionality of the framework, make it more proportionate, and contribute to a more level
playing field amongst investment firms and wider financial institutions. The report also includes more
detailed reflections on specific topics such as the adequacy of own funds requirements and the
interaction between the prudential framework and other regulations such as the UCITS Directive.

Supervisory expectations for management bodies: ESMA has outlined 12 principles it expects its directly
supervised entities to apply to their governance and oversight frameworks. These include the role,
responsibilities, operation and leadership of the management body. The principles apply to
administrators of EU critical benchmarks and third-country recognised benchmarks, Tier 2 CCPs, Credit
Rating Agencies, DRSPs, SRs and Trade Repositories and will apply from 15 January 2026.

Application of the MIFID II/MiFIR review: ESMA has published a second statement clarifying how firms
should apply certain provision of MiFID II/MiFIR review, given that in some cases revised RTS have not
been adopted by the Commission or IT systems are still under development. The areas covered are
commodity derivatives and derivatives on emission allowances, the Sl regime, volume cap mechanism
and the revised rules on equity and non-equity transparency.

EMIR 3: Amendments to EMIR now allow CCPs to accept non-financial counterparties as clearing
members — ESMA is consulting on a new RTS that specifies what should be considered by CCPs when
establishing admission criteria.

ESMA has also published its final reports on RTS that specify the conditions:

o for extensions of CCP authorisation and the list of required documents and information for
applications by CCPs for initial authorisations and extensions

o for validations of changes to CCPs’ models and parameters and the list of required documents
and information for applications for validations of such changes.

T+1 Settlement: ESMA published its final report recommending amendments to the CSDR settlement
discipline RTS to facilitate the movement to T+1 settlement by 11 October 2027. The amendments
include same-day (trade date) timing for trade allocations and settlement, machine-readable formats for
allocations and confirmations, and mandatory implementation of key functionalities such as hold and
release, auto-partial settlement, and auto-collateralisation. There is a proposed phased-in
implementation schedule beginning December 2026.

UK November developments
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Fabio Braga, FCA published PS25/17, which removes the Systematic Internaliser regime for bonds and
derivatives.

Our final rules also repeal certain MiFID Il restrictions that prevent investment firms from carrying
out matched principal trading on their multilateral trading facilities and from operating an
organised trading facility (OTF) within the same entity for which they are a systematic internaliser.
We have also made changes to the reference price waiver regime: trading venues will be able,
subject to certain conditions, to source the reference price from a broader set of markets.

We expect these changes to simplify regulations, reduce unnecessary burdens, and support
competition, innovation and growth in UK wholesale markets.

Well done to Darine Alkoblawi for taking this over the line and to Stephen McGoldrick for leading
the previous consultation.

Trade Association Co-ordination Committee (TACC): on 1 December 2025

Vi.
Vil.
viil.

Introduction, incl. tribute to a member; Chair

CP25/32: Improving the UK transaction reporting regime; Alex Stirling
CP25/31: The framework for a UK equity consolidated tape; Fiona Mitchell
CP25/20 discussion paper chapter; Rob Avery

Liquidity risk management in funds; Joshua Carlton; Mhairi Jackson
S-MAC October readout; Chair

Tour de table, members’ discussion of potential future topics; Secretariat
AOB (and buffer time); Al

Introduction, incl. tribute to a member; Chair

Jon Releen as Chair noted 34 Wholesale Markets Trade Associations at this final TACC meeting
of the year 2025. Agenda has been shortened consequent to FCA publication deadlines, so
apologies offered for items requested in the past that couldn't be included due to timing or other
reasons. “You will see a number of consultations coming out quite soon.”

The chair encouraged attendees to continue suggesting topics for future meetings.

He flagged the upcoming Regulatory Initiatives Grid (RIG) c. 10" December.

The meeting paused to remember Corinna Schemp, FIA, a committee member who recently
passed away.

CP25/32: Improving the UK transaction reporting regime; Alex Stirling

[AS] recapped the key proposals to include reducing the number of fields from 65 to 52; removing
FX derivatives and EU instruments that are only tradeable on EU trading venues from scope of
transaction reporting requirements; and shortening the back reporting period from 5 to 3 years.
[we're proposing is that our default supervisory approach will move to three years but because you
have to keep records for five years]

Alex also outlined in chapter two FCA set out the long-term vision for regulatory reporting, aiming
to remove duplication across MIFID, UKMIR, and SFTR regimes, and set out the plans for industry
working group to be established exactly along the lines of the UKMIR group.

He added that the Bank of England are joint owners of UKMIR and SFTR data reporting, and so
they've been heavily involved in the drafting of chapter two whereby the FCA are looking to
Address the scope of reporting overlaps and duplications between the different regimes. They
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intend to publish terms of reference 4 than you standing consultative group in March next year
after the transaction reporting consultation has closed. Evidently this group will have a horizontal
mandate concerning all three reporting regimes.

¢ Inthis regard, Alex, CC and Tom are planning to reach out to all trade associations individually
over the next two weeks in order to set up meetings on the transaction reporting consultation.
The FCA remains quite open to how that works, and will additionally re-establish the Transaction
Reporting Forum for March or April. The FCA remarked that industry remained very divided in
terms of wide scale reform two reporting protocols versus the cost of any such upheaval. [“all
those sunk costs already and not implementing too many changes at too fast a pace that defeats
and detracts from the benefits that we could get from having a streamlined regime. The idea of
smart and on-chain data is not quite there yet. Many would welcome it, but only a few are further
along line of DRR than others. It remains very hard to design a regime that works for everyone.”]

e Questions asked covered the back reporting period, the industry working group, and the UK's
position on SFTR inclusion into the data reporting review. The UK will need two make legislative
changes in order to reform SFTR data reporting protocols.

e The FCA currently has no plans to mirror the ESMA concept of deploying transaction reporting
data to create instrument reference data.

CP25/31: The framework for a UK equity consolidated tape; Fiona Mitchell & Stephen Hanks

e (CP25/31consultation proposes a tape including post-trade data and the first level of pre-trade
data, with attributed pricing. The consultation also addresses revenue sharing, with a proposal
against requiring it. Fiona flagged the really wide range of questions in the CP, around 50 in total,
and highlighted two key points:

e The first is that in our CP, we propose to introduce a tape which includes both post trade data
and also the first level of pre-trade data; i.e. the best bid and offer. Herewith the FCA also propose
that the first level of pre-trade data should be attributed, so that it's clear which venues are
publishing which prices. She elaborated that the FCA are proposing this because on the evidence
available, it strikes the best balance between delivering significant benefits to the market and
also minimizing delivery risks of the equity CT. Caveats that obviously this is a consultation and
we're really keen to hear views on such a really complex issue.

e Secondly, are carefully considered whether we should require the equity CT to share revenues
with data contributors, on balance the FCA are not proposing to require this due to the simplicity
and low-cost principles. Fiona pointed to the full analysis on this in the consultation. Evidently
this topic is closely allied to the absence of any current interests to administer the CTP.
[Depending on the feedback received, we are open to considering other options. So the consultation
is open until the 30th of January.]

e Adiscussion followed more widely chapter written on equity market structure.

e Questions are raised about expressions of interest in providing the CT and whether the FCA
would administer it themselves if there were no bidders. Also whether the FCA would disclose
the winning economics, and whether it would still consider multiple CTP providers in parallel.
Clearly the FCA are against this in principle, even though several venues would be far more
comfortable providing an in-house tape only.

e Stephen Hanks added that firms may be able to reverse engineer the quantum of the winning
bidder from the outcome prices being charged to tape consumers.
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CP25/20 discussion paper chapter; Rob Avery

e Inrespect of equity market structure, Robert noted that the FCA have consolidated the responses
to the discussion paper and will present a formal consultation paper in the middle of 2026. He
elaborated that the sea understood there was an unsurprising decline in the amount of activity
on CLOB, and an increase across the various bilateral modalities.

e The FCA got very mixed views across the market as to whether they should be concerned about
this currently. Clearly the exchange related group of responders flagged concerns on market
fragmentation, Robust price formation and the perception of addressable liquidity, as well as and
the attractiveness of the UK as a listing destination.

e Conversely market participants we're less concerned and flagged the robust amount of activity
occurring across closing auctions other multiple and execution mechanisms. They flagged
signalling risks and execution/data costs; and added that the market should be allowed to evolve
with changing technology and suggested that the perception of addressable liquidity in the UK
could be improved by educating investors as well as listing companies as two the extent of
available liquidity away from exchange CLOBs. Overall they recommended that the FCA simply
watch and wait In order to better consider and understand the circumstances under which trades
occur and whether liquidity is truly addressable.

e Onthe Sl regime, the FCA were told that Sls are subject to certain Best-ex requirements on pre-
trade transparency and non-discriminatory access. Many responders added that they got better
execution outcomes via Sls, although public SI quotes may not be contributing to price formation
where they offer markets outside the BBO, And subsequently negotiate price improvements for
larger trades that are not subject to the public quoting obligation.

e Robert flagged the issue asked to clarity on what constitutes the justification for a price
improvement on a public quote. “We had all sorts of suggestions with varying degrees of severity
around whether to change an Sl's quoting obligations and their ability to price improve. We also had
some suggestions on following a preference towards the CLOB for smaller trades unless any Si
could pre-commit to price improve on BBO.”

e The FCA also consistently heard concerns with Sl trade dumping. “On Book — Off Exchange; here
people are doing things that look and smell like Sl activity, yet provide reporting activity as if on the
exchange and potentially thus dumping their obligations that would apply if they were declared as
an Sl”

e Another situation raised to the FCA concerned the double reporting of trades as both on the Sl
when it's negotiated and again as an off-book trade on the registering exchange. Thus the same
trade is both XOFF and SINT for clearing services.

e Commenters further touched on whether there should be more Sl disclosure around the
execution policies and the quality of trade execution. The FCA remarked on the contradiction
between more transparency here and the potential adverse effects on the willingness of any Sl
to offer certainty in the execution outcomes for their clients.

e Other topics were clearly those around the transparency gap for reporting transfers of economic
interests which comprise equity swap trades, CLOB Statistics disclosures, and also the request
for market streaming model. In these cases the FCA has not come to any conclusions.

e Finally Robert alluded to a long list of comments concerning the role of bilateral quote
aggregators and their inclusion under the multilateral trading venue perimeter. In this respect he
set out that such matters were for supervision and not a part of this equity market structure
discussion.

e Turning to non-equity markets the future the FCA flagged their policy statement on the demise
of the bond Sl regime which took effect today, and 4 the removal of prohibitions SlI's to operate

11



European London
Venues & Energy
Intermediaries Brokers'
Association Association

OTF's as well as for MTFs to operate matched principle trading protocols. The FCA are Interested
to apply the reference price waiver [RPW] at order level rather than system level which is
something they intend to return to over the course of 2026. Furthermore the FCA is proceeding
to relax the RPW Such that trading venues can source the best price from a wider set of tertiary
trading venues outside of the UK.

e Qverall the FCA are seeking to backwards-apply transaction reporting data onto published SI
quotes as a project to inform further off market structure rules evolution. Robert added that some
of the FIX Org work on MMT is proving useful to provide colour and context on the provision and
scope of addressable liquidity.

e Concerning the new bond and derivative UK transparency regime coming today into effect today,
Robert noted that measures appear to have been tracking well towards effective implementation.
The FCA currently has a log of about 70 issues outstanding full wage they will come back to the
market and discuss in a working group environment. This includes the discussion around OIS
CFl encoding, for which the FCA will add a note to a market handbook at the end of Q1.

Liquidity risk management in funds; Joshua Carlton; Mhairi Jackson

e The FCA intend to publish a consultation to onshore the proposals from FSB and I0SCO’s 2024
& 2025 recommendations on fund liquidity risk management. The consultation will focus on
promoting effective use of anti-dilution tools and enhancing liquidity risk management practices.
The FCA is seeking to both strengthen its rules regarding fund liquidity, and to embellish the
existing body of guidance.

e Theintent here is to focus the obligations and disclosures onto the authorised fund manager of
qualifying UCITS and non-UCITs retail schemes. This will comprise separate approaches for both
dual priced funds, as well as single price funds Viet an adjustment mechanism. The FCA intends
to amend both COBS more broadly and COL 5.2 in particular to consider the listed asset
presumption and the derogation from the eligible market test for recently issued securities.

e They also intend to tighten up the rules on stress testing by onshoring the asthma guidelines in
this respect with only small changes. Further proposals will incorporate recent “Dear CEQ” |etters
as well as the multi firm reviews.

e Joshua & Mhairi also set out the AIFMD Framework consultation planned for 2026 which
includes forward-looking statements. Here with the FCA noted that they are working closely with
the CCl team to consider the investment process more broadly.

e Questions were focused on the exclusions available for money market funds away from the
UCITS regime, to which the FC a were broadly accommodative hello they underscored that most
relevant MMFs what domiciled in Europe which resulted in a matter for HMT and the European
Commission as opposed to FC a handbook rules.

S-MAC October readout; Chair
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R

® N e w

e Jon Releen Noted that the SMAC agenda and that of TACC are very closely aligned. He further
underscored that there were no surprises in either set of outcomes.

Tour de table, members’ discussion of potential future topics; Secretariat

e The extensive topic list circulated following the previous meeting was discussed and the
committee asked if that could be made into a standing working document rather then set out a
fresh list every quarter. The FCA agreed to this - see the previous notes and minutes linked.

e Potential forward topics included:

i.  The FCA timetable and approach to crypto assets

ii.  overlap with digitalization and the task force led by Doug Flint
iii.  Securitization

iv.  approaches to the simplification of SMCR

v.  client categorisation

vi.  ICARA disclosures on remuneration for solo regulated firms
vii.  MIFID Costs and charges

T+1 settlement transition: The FCA has urged firms to prepare for the UK's transition to T+1 settlement
by 11 October 2027, identifying key areas for firms to focus on. The FCA expects firms to be able to tell
it in detail their plans for T+1 and how they are addressing any existing issues in the settlement process.
In a separate letter addressed to compliance officers at asset management and alternatives firms, the
FCA set out expectations on what firms need to do by the end of 2025, by the end of 2026, and in 2027.

Primary Market Bulletin 59: In this latest bulletin, the FCA summarises a review of delay disclosure of
inside information notifications under the UK Market Abuse Regulation (UK MAR) and its expectations
forissuers, reminds listed companies that are planning to adopt cryptoasset treasury strategies of their
obligations under UK Listing Rules, Disclosure Guidance and Transparency Rules and the UK MAR, and
sets out details of an upcoming consultation on the UK Short Selling Regime.

Client categorisation in corporate finance firms: The FCA's multi-firm review identified significant gaps
in corporate finance firms' assessment processes and record-keeping of client categorisation (COBS 3)
and certification requirements (COBS 4), noting superficial approaches and lack of robust
methodologies. The FCA encourages all FCA-regulated corporate finance firms to consider which
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observations are relevant to their processes and address any risk of harm they identify. The FCA also
plans to update the COBS3 rules on client categorisation and encourages firms to engage with and
consider the forthcoming consultation before making changes to their processes.

Revisions to the FCA's capital rules: Policy Statement (PS) 25/14 finalises the FCA's proposals to simplify
and consolidate the definition of regulatory capital (‘own funds’) for investment firms under MIFIDPRU
3. The changes aim to reduce unnecessary complexity and clarify aspects of the rules and will take effect
on 1 April 2026. Although the PS has the effect of reducing the volume of legal text in this context by
70%, the new rules do not change the level of regulatory capital that firms must hold or require them to
alter their capital structures.

UK MIFID Organisational Regulation: The FCA and the PRA have published policy
statements 25/13 and 16/25 respectively to transfer the firm-facing requirements of the UK MiFID Org
Reg (Commission Delegated Regulation (EU) 2017/565) into the FCA Handbook and PRA Rulebook.
There are no major policy or scope changes, however, the FCA has announced that it will consult in
November on streamlining conflict of interest requirements and modernising client categorisation rules.
It will also publish an engagement paper on consumer access to investments which will consider
changes such as whether amendments should be made to certain MiFID-derived rules such as the
appropriateness assessment.

Market Watch 84: The FCA's most recent Market Watch sets out observations on the implementation of
UK EMIR Refit obligations, with a focus on implementation change, vendor management, and errors and
omissions notifications. It also sets out the FCAs priorities for the next 12 months which include
continuing to work closely with industry to support more accurate and complete reporting, and closely
monitoring breach notifications, actively engaging with firms that fail to meet its expectations.

Consumer Duty: In a letter to the Chancellor of the Exchequer, the FCA outlined the actions it plans to
take to clarify the application of Consumer Duty to wholesale firms (see wider FCA actions below):

e Provide more clarity on its supervisory approach and expectations when firms work together to
manufacture products for retail customers

e Consult on plans to update the client categorisation framework

e Consult on changes to the rules on the application and requirements of the Duty, including
through distribution chains

e Propose to remove business with non-UK customers from the scope of the Duty

UK government Regulation Action Plan: The government has issued a progress update and next steps
for its Regulation Action Plan, the approach to ensuring that regulators and regulation support growth
across all industries. For financial services, key areas of progress include the shortening of statutory
deadlines for FCA and PRA authorisations, FCA actions to address the Chancellor's query on the way the
Consumer Duty is working for wholesale firms (see below) and FCA and Bank of England/PRA
clarifications and increased flexibility around rules relating to mortgages.

Annual conduct reporting: As part of its broader initiative to transform data collection and make reporting
more proportionate, the FCA has updated its annual conduct reporting requirements for solo-regulated
firms, removing the need to submit nil returns. Firms with a reporting period after 31 August 2025 that
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have not undertaken disciplinary actions for conduct rule breaches will no longer be required to submit
a report. Under the SM&CR, solo-regulated firms have previously been required to report annually on
whether they have taken disciplinary action against individuals who are not Senior Managers for
breaches of the conduct rules even where there have been no breaches.

Handbook Notice 133: FCA Handbook Notice 133 updates firms on changes made across various
rulebooks — including changes to consumer credit regulatory reporting, simplified assessment of value
disclosures for fund managers under the Collective Investment Schemes sourcebook (COLL),
amendments to rules on travel insurance signposting, and changes to strengthen the payments and e-
money firms safeguarding regime.

November Insights from Professional Services firms

i.  A&Q Shearman: Regulatory monitoring: EU version (monthly)
ii.  Clifford Chance: International Regulatory Update Newsletter (weekly)
ii.  Deloitte (Centre for Reg Strategy EMEA): Financial Markets Regulatory Outlook 2025 (annual)
iv.  Eversheds Sutherland: Finance Horizon Scanners (periodic)
v. KPMG UK:
UK Regulatory Radar (monthly),
European Regulatory Radar (quarterly)
vi. PwCUS -
US FS Regulation Developments: Our Take: The changing regulatory landscape (weekly)
the “Crypto in the capital: Digital assets regulation’ podcast
vii. ~ Simmons + Simmons:
+ Al View,
Payments View,
Consumer Duty View,
ESG View,
Markets View,
+ SMCR View
vii.  Slaughter and May: Financial Regulation Weekly Bulletin

Professional Services firms' November Articles below:

Al

e Parliamentary committee warns of overlap between EU Al rules and financial regulation —
Linklaters (14 Nov)

e From fulfilment to finance: How Al is reshaping everyday fraud for businesses — Hogan Lovells
(24 Nov)

e Judicial Al guidance updated — Caution still prevails — Hogan Lovells (25 Nov)

e EU authorities weigh up impact of Al regulation on financial services — Linklaters (26 Nov)

Authorisations — Consultation

e EBA consults on authorisation of TCBs under CRD6 — Simmons & Simmons (05 Nov)
15


https://www.fca.org.uk/publication/handbook/handbook-notice-133.pdf
https://www.aoshearman.com/en/insights/eu-regulatory-monitoring-newsletter
https://financialmarketstoolkit.cliffordchance.com/en/financial-markets-resources/resources-by-type/newsletters/international-regulatory-update.html
https://www.deloitte.com/uk/en/Industries/financial-services/collections/regulatory-outlook.html
https://www.eversheds-sutherland.com/en/United-Kingdom/resources/insights?seriesname=Finance%20Horizon%20Scanner&seriesid=%7B05529F3A-72E8-4060-9285-7AF35E6C4358%7D
https://kpmg.com/xx/en/our-insights/regulatory-insights/uk-regulatory-radar-insights-and-implications.html
https://kpmg.com/xx/en/our-insights/regulatory-insights/kpmg-regulatory-horizons.html
https://www.pwc.com/us/en/industries/financial-services/library/our-take.html
https://www.pwc.com/us/en/ghosts/crypto-in-capital.html
https://www.simmons-simmons.com/en/publications/clptn86e8002ou2ewlci4y2qx/ai-view
https://www.simmons-simmons.com/en/publications/cl0qy588m1w420a36yvpipwls/payments-view
https://www.simmons-simmons.com/en/publications/cl44c8vh31g1l0a968fi93igs/consumer-duty-view
https://www.simmons-simmons.com/en/publications/cl5mb17qr18120a9357nzgp1w/esg-view
https://www.simmons-simmons.com/en/publications/cl13evg8j17if0a18jubngeeq/markets-view
https://www.simmons-simmons.com/en/features/smcr/ckpr5znel1hs409054xvxxqgn/smcr-view

European London
Venues & Energy
Intermediaries Brokers'
Association Association

Compliance

e SFO's new compliance programme guidance — Simmons & Simmons (28 Nov)
e SFO guidance on evaluating a corporate compliance programme — Hogan Lovells (27 Nov)

Consumer Duty — CFDs

e Wider Consumer Duty lessons from the FCA's CFD value work — Linklaters (18 Nov)
e FCA multi-firm review: contracts for difference — Simmons & Simmons (26 Nov)

Crypto

e Risky business: brokers and platforms in the UK'’s crypto regime — A&0O Shearman (17 Nov)
e FCA consultation on a prudential regime for cryptoasset firms — Eversheds (19 Nov)

Crypto — Stablecoins

e BoE tests boundaries of sterling stablecoin future — PwC UK (11 Nov)
e Bank of England consults on UK regime for systemic stablecoins — Linklaters (11 Nov)

Crypto — Tokenisation

e Podcast: Tokenisation - redefining the future of funds and financial markets — PwC UK (19 Nov)
Cyber — Digital Resilience

e A spotlight on Digital Resilience and the Financial Sector — Eversheds (03 Nov)
Deposit Protection

e Depositor protection: UK PRA increases FSCS protection limits — Hogan Lovells (19 Nov)
Distance Marketing

e EU Directive on Distance Marketing of Financial Services: One month to the transposition
deadline — Linklaters (05 Nov)

Financial Crime
e Financial crime: UK FCA shares findings from review of firms’ risk assessment processes and
controls — Hogan Lovells (13 Nov)
e UK FCA finds gaps in financial crime controls in corporate finance firms — Hogan Lovells (24 Nov)

Fund Management

e Total costs of investing in UCITS and AlFs — Simmons & Simmons (10 Nov)
e Client note on LMTs for UCITS and open-ended AlFs — Simmons & Simmons (21 Nov)
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Industry Consolidation
e FCA's multi-firm review of consolidation — Simmons & Simmons (04 Nov)
Investigations

e Naming and shaming: The UK High Court backs FCA in “exceptional circumstances” — A&O
Shearman (17 Nov)

e ‘“Exceptional circumstances”: English court upholds the FCAs decision to announce an
investigation into a named firm — Hogan Lovells (27 Nov)

Markets

e |0SCO finalises guidance on pre-hedging — Linklaters (11 Nov)
e ISDA 2025 - Simmons & Simmons (04 Nov)

Payments

e PSD3 breakthrough: EU legislators agree payments regulation reforms — Linklaters (27 Nov)

e European Council and Parliament reach provisional agreement on EU Payments Package — A&O
Shearman (27 Nov)

e UKreleases strategy for updating retail payments infrastructure — Linklaters (07 Nov)

Reg Policy

e EU Digital Omnibus: Takeaways for financial services — Linklaters (19 Nov)
e Digital Omnibus Update — Simmons & Simmons (21 Nov)
e Regulatory Fragmentation: Financial Services Industry Key Trends 2025 — Eversheds (04 Nov)

Conduct Topics

e The FCA's Letter to the Treasury Committee responding to questions in relation to the “Sexism in the City”
inquiry, with some interesting NFM updates.

e EBA Consultation Paper on amendments to its guidelines on internal governance to accommodate for
CRD VI, which will be relevant for those of you with EU credit institutions.

e Abrief summary of ESMA's Final Report on Supervisory Expectations for the Management Body, relevant
for entities ESMA supervises directly.

e The publication of EIOPA's Guidance on the notion of diversity for the selection of administrative,
management or supervisory body members.

e Abrief summary of the FCA and PRA’s Joint Policy Statement on Remuneration Reforms.

e The FCA's findings from its review of corporate finance firms in relation to financial crime and client
categorisation.

e The SMCR-related proposals of the FCA's Consultation Paper on targeted support.
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e Other updates, including the latest FCA complaints data, a PRA Dear CFO Letter on written auditor reports,
a FCA Dear CEO Letter on the Motor Finance Redress scheme, a FCA Dear Compliance Officer Letter for
asset management and alternatives firms, and a Market Watch from the FCA on changes to the UK’s
derivative reporting regime.

e Last the latest enforcement action on insider dealing.

1. ECA Letter to the House of Commons Treasury Committee - “Sexism in the City”

We have participated in all the NFM developments closely — noting the Treasury Select Committee’s Sexism in the
City report, and here for the regulators’ and HM Treasury's response. In October, the TSC published a letter sent to
it by the FCA responding to the TSC's recommendations following the Sexism in the City report. Key points to flag
from that letter include:

e The FCA restates that it will confirm “before the end of the year” whether additional guidance on NFM will
be published (summary of the FCA's proposed guidance here). It reiterates that the guidance will be
“indicative, not prescriptive”.

e Good news for some firms - the FCA confirms that it doesn't have “immediate plans” to issue a NFM survey
to its other portfolios - so it looks like asset managers, corporate finance houses, and others are off the
hook for now.

e Less good news for others, as the FCA has confirmed it has followed-up with ‘outlier’ firms following its
2024 NFM survey.

e The FCA does not have plans to collect regular data on the use of ‘confidentiality and settlement
agreements’.

e Since the 2024 NFM Survey, the FCA believes improvements have been made around management
information ("MI") and NFM-related reporting and training of staff. We've been involved in training
programmes which firms have rolled out following the introduction of the duty to prevent sexual
harassment under the Worker Protection (Amendment of Equality Act 2010) Act 2023 (update here), and
many firms have sought to remind staff of the regulatory position on NFM in these sessions.

e Interestingly, the FCA and the Equality and Human Rights Commission have delivered joint training to FCA
staff on NFM. Our hope is that initiatives like this will reduce some of the challenging interactions firms
have with the FCA where there may be a lack of awareness of the broader legal framework relevant to
misconduct and NFM in particular.

e The FCA's supervisory team is taking forward work across the wholesale brokers portfolio to test whether
firms have effective controls to ensure NFM is prevented, stopped in its early stages, or at least addressed
appropriately after taking place.

e The FCA has 76 NFM-related supervisory cases open (the FCA notes that this may understate the NFM
related work being done because one case may relate to multiple instances/issues). The portfolio with the
highest number of open cases is wholesale sell-side and infrastructure & exchanges (18), followed by
insurance (15), retail banks (11), consumer investments and wholesale buyside (9). Since 2022, there's
been an upward trend in the number of supervisory cases concerning NFM. As of 9 October 2025, there
had been 176 NFM supervisory cases (compared to 229 for 2024) — we're coming up to Christmas party
season, but potentially this could be the start of a downward trend...

2. EBA Consultation Paper — Draft Revised Guidelines on Internal Governance

e Relevant for EU credit institutions, the European Banking Authority is consulting on amendments to its
Guidelines on Internal Governance (“Guidelines”) in order to address the new internal governance and
suitability requirements introduced under CRD6 (EU Directive 2024/1619). You can find our full article on
the proposals here, but we've included a brief summary of what we cover in that note below. This
consultation is open until the 7 November 2025, but it is currently unclear as to when the revised Guidelines
will be applicable (although the new internal governance requirements under CRD6 come into force on 1
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January 2026). Once final, firms subject to the Guidelines will need to review and update their internal
governance frameworks to align with the revised Guidelines.

o Third Country Branches (“TCBs"): The EBA is proposing to extend the scope of the Guidelines to
explicitly cover TCBs in addition to credit institutions, and includes a new section on the internal
governance arrangements of TCBs.

o Mapping of duties: Firms will be required to draw up in a single set of documents a comprehensive
mapping of duties including reporting lines, lines of responsibility and the people who are part of
the governance arrangements and their duties. This should be done at both entity and group level,
and is akin to a Management Responsibilities Map (“MRM”) under the UK SMCR.

o Statements of roles and duties: Each member of the management body, senior management and
key function holders ("KFH") will be required to have a documented statement of roles and duties
which clearly sets out their role in respect of that institution. This is akin to the requirements in
relation to Statements of Responsibilities ("SoRs") under the UK SMCR and the Irish SEAR.

o Sufficient substance: The Guidelines include a new proposed requirement for institutions, TCBs
and subsidiaries of third-country undertakings to maintain "sufficient substance" to satisfy the
conditions of their authorisation, to avoid becoming "empty shells" or "letterbox entities".

o Diversity and inclusion: The notion of 'corporate culture and values' has been expanded to cover
diversity and inclusion to reinforce a culture of equality, diversity and inclusion and prevent
discrimination and harassment.

3. ESMAT’s Final Report on Supervisory Expectations for the Management Body

e The EBAisnt the only EU body focussing on governance-related guidelines... We also have the Final ESMA
Report on supervisory expectations for management bodies of entities it supervises directly — i.e,
administrators of EU benchmarks, Tier 2 central counterparties, credit rating agencies, data reporting
service providers, securitisation repositories and trade repositories.

e The report outlines the feedback received in response to the ESMA Consultation Paper in July 2024 (see
more here), with ESMA's final supervisory expectations laid out in Annex Ill, which ESMA will start
considering in relation to its supervisory activities from 15 January 2026 (3 months after publication).

e Annex Ill sets out the concept of the ‘management body’, and 12 principles which describe outcomes
ESMA wants firms to try and achieve to ensure there is robust and effective governance and oversight in
place.

e The 12 principles are (i) responsibilities of the management body, (i) accountability and delegation, (iii)
effective challenge, (iv) tone from the top, (v) operation of the management body, (vi) effective reporting,
(vii) control function access to the management body, (viii) record keeping, (ix) effective leadership, (x)
composition of the management body, (xi) reviewing effectiveness, and (xii) training and recruitment.

e Arguably none of this is rocket science and many of these outcomes are already things that firms will be
looking to achieve in any event. However, relevant firms will want to undertake a gap analysis to consider
these principles against the existing governance frameworks and see what, if any, enhancements could or
should be made. Other firms not directly within scope of these guidelines may still find it interesting to
consider ESMA's perspective on what good governance outcomes look like.

4. FCA and PRA Policy Statement on Remuneration Reform (FCA PS 25/15 and PRA PS 21/25)

e Following their Consultation Paper (FCA CP 23/24, PRA CP 16/24) back in November 2024 and the positive
feedback received in relation to their proposals, the FCA and PRA have now published a joint Policy
Statement which includes amendments to the remuneration rules for dual-regulated firms.

e Thisincludes changes to the deferral rules by reducing the deferral period to 4 years for all Material Risk
Takers ("MRTs"), including SMFs, removal of quantitative identification criteria for MRTs and changes to
the MRT proportionality threshold, the introduction of time based MRT exemptions, clarifying the role of
committees and the Chief Risk Officer in MRT assessments and more clearly aligning remuneration with
risk-taking outcomes and individual responsibilities.
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e Positively for industry (which had been asking for these changes to improve the competitive position of
the UK for talent), a number of these changes can be applied to 2025 remuneration and firms are
considering what changes they can implement in this year’s remuneration round.

5. ECA Survey and Review Findings relating to Corporate Finance Firms (“CFFs") - Financial Crime Controls and
Client Categorisation

e CFFs have been in the hot seat recently in terms of FCA supervisory publications..on the same day in
October the FCA published (i) its findings from its survey of CFFs’ financial crime controls, and (ii)
its findings from its multi-firm review of CFFs’ approaches to client categorisation. These publications are
specific to CFFs, but they do have broader read across and may be helpful for other firms to consider.

e The FCA surveyed 303 CFFs for their financial crime controls supervisory work, as well as interviewing
senior staff at firms. The findings will be of particular interest to Senior Managers holding prescribed
responsibility (b) (for financial crime).

e The FCA identified three key issues requiring improvement:

o (i) alack of business-wide risk assessments,
o (i) missing evidence of customer due diligence, and
o (i) gaps in risk assessments for appointed representatives.

e The FCA did also outline areas of good practice, particularly in relation to regular reporting to senior
management (97% of firms), the use of detailed MI, and the regular assessment and documenting of risks
and live updating of risk registers.

e In the FCA's review of client categorisation, the FCA noted various areas of improvement relating to (i)
policies and procedures — e.g., there were examples of no policy being in place, or it was incomplete, or it
was too high-level, (i) certifying retail investors as high-net-worth or sophisticated — there were a
significant number of areas identified as requiring improvement, (iii) categorising corporate finance
contacts, and (iv) categorising clients both at the outset and in terms of elective professional
categorisation. This will be important for both Compliance and front office Senior Managers to consider.

6. FCA Consultation Paper — Consequential Handbook changes following targeted support proposals (CP

25/26)

e Following CP_25/17 (June 2025) on targeted support, the FCA has published CP_25/26 which proposes
consequential changes to the FCA's Handbook in order to ensure that the new targeted support framework
works within the existing FCA rules and requirements. More details on the targeted support proposals can
be found here, but essentially the FCA is proposing to introduce a new regulated activity of “targeted
support”, which would allow firms to provide suggestions to groups of consumers with common
characteristics to help them make financial decisions.

o What's the SMCR angle? Well, the FCA is proposing

o (i) if a firm is an Enhanced SMCR firm, then "targeted support” will be added as an example of
business activities and functions that should consider when preparing a MRM,

o (ii)in CP 25/27, the FCA proposed that individuals providing targeted support would not hold the
client dealing function, albeit they could hold another certified role, but CP 25/26 confirms that
firms may still have to upload individual providing targeted support to the FCA Directory in a
Directory persons information report, and

o (i) that targeted support will not be included in SYSC 19G as an activity meaning those with
managerial responsibility for the relevant business unit will necessarily be identified as MRTs
which has potential implications from both a remuneration and SMCR perspective.

e TheFCAis also proposing minor amendments to confirm that the requirements for employee competence
and knowledge apply to the provision of targeted support in the same way as they apply to personal
recommendations and other MiFID activities.

7. Other Updates
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e FCA - Complaints Data H1 2025: This may be of interest to Senior Managers with responsibility for
complaints. The new FCA page provides an overview of financial services firms' complaints reported to
the FCA during H1 2025 (1 January to 30 June 2025), including the latest trends and analysis by product
groups. There has been an increase in complaints since the last report, with complaints increasing 7.2% in
relation to banking and credit cards, 10.1% for investments, and 5.5% for decumulation and pensions.

e PRA - Dear CFO Letter on its Thematic Feedback from its review of written auditor reports: The PRA
sent this letter to the CFOs of certain deposit-takers which provides feedback from its review of written
reports from auditors. The focus of this year's assessment is the timely recognition of credit risk changes
and the integration of climate-related risks. The PRA encourages firms to benchmark against the findings,
and identify any areas for improvement. Relevant CFOs should consider their reasonable steps in relation
to this letter - documenting those appropriately will be important in the event of subsequent regulatory
enquiries.

e FCA - Dear CEO Letters in relation to Motor Finance Commission Redress: The FCA published a Dear CEO
letter to all firms involved in motor finance lending and broking from 2007, and a Dear CEO Letter to Claims
Management Companies involved in motor finance commission claims. This follows CP 25/27 - the FCA's
consultation on the industry wide redress scheme. The FCA reiterates in this letter that it expects lenders
and brokers to prepare now to deal with their existing portfolio of complaints and for a potential redress
scheme, rather than awaiting the outcome of the consultation. The FCA highlights firms’ Principle 11
obligations to be open and cooperative, particularly if there is something that could materially impact a
firm’s ability to meet its obligations.

e FCA - Dear Compliance Officer letter on T+1 securities settlement expectations: The FCA sent this letter to
the compliance officers (SMF 16s) of firms in the asset management and alternatives portfolio in relation
to its expectations for firms ahead of the transition from a T+2 to a T+1 securities settlement cycle on the
11 October 2027. The FCA indicates that it expects firms to have put in place a project to move to T+1
settlement by the end of 2025, as well as carrying out end-to-end reviews of their trading, clearing and
settlement arrangements, and contact their settlement agents, and other outsourced providers to discuss
required changes. The FCA indicates that it may ask firms to inform it of the transition plans they have put
in place. The fact that the FCA is pinning this responsibility on the SMF 16 may be controversial for some.
Where the responsibility clearly sits elsewhere (e.g. the SMF 24) we'd recommend documenting that in an
amendment to the relevant SoR.

e FCA - Market Watch 84: Following the FCA's amendments to the UK’s derivatives reporting regime under
UK EMIR Refit in September 2024, this Market Watch provides an overview of the FCA's findings in relation
to the implementation, focussing on firms’ change and vendor management with respect to the changes
in the reporting framework.

o The main issues identified by the FCA were inadequate resource planning and over-reliance on
third-party vendors, some of whom struggled to support clients. Since the Refit went live, the FCA
has received 267 breach notifications, fewer than expected, possibly due to inconsistent internal
thresholds for reporting material breaches.

o Firmsarerequired to promptly notify the FCA of any material reporting issues and to have effective
procedures for assessing and reporting breaches. Looking ahead, the FCA's priorities include
improving data quality, monitoring reconciliation rates, and increasing scrutiny of breach
notifications, with firms expected to ensure robust systems and controls for accurate and
complete reporting.

e FCA's Multi-Firm Review — Combating Romance Fraud: Relevant for banks, building societies and other
businesses that provide payment accounts, the FCA has carried out a multi-firm review of 6 firms,
focussing on how firms detect and prevent romance fraud (i.e. where people are convinced they are in a
genuine relationship and deceived into sending money to criminals) and support victims. The FCA
focussed its review of firms' systems, governance and investigative procedures, as well as reviewing
policies, procedures and internal guidance.

o The FCA noted several areas for improvement, including firms missing opportunities to identify
seemingly suspicious transactions, staff lacking the capability to identify red flags and critically
assess customer explanations, and instances where safeguarding concerns were not escalated

properly.
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o Whilst the FCA notes this was a standalone review, it does confirm that its findings should inform
relevant firms’ broader fraud strategies, and the FCA expects all firms to consider these findings
to assess whether their own systems, controls and customer engagement practices are sufficient.
Another one for the Senior Manager holding prescribed responsibility (b) for financial crime to
consider closely.

9. Enforcements

FCA Final Notice against Neil Sedgwick Dwane in relation to insider dealing / market abuse.

e In this Final Notice, the FCA imposed a financial penalty of £100,2871 and has banned Mr. Dwane from
working in financial services for engaging in insider dealing. Mr. Dwane was in the Investor Relations Team
at ITM Power Plc (ITM"). While in possession of inside information relating to significant warranty and
manufacturing issues at ITM, Mr Dwane sold his and a close family member’s entire shareholding in ITM
(totalling 125,000 shares). ITM has planned to disclose the information in a trading update the day after
Mr. Dwane sold his shares.

o Mr Dwane's actions were found to constitute insider dealing and the FCA considered his conduct
particularly serious given (i) he was in a position of trust, (i) he deliberately and dishonestly traded
for personal gain, and (iii) he failed to obtain the required permission to deal in ITM shares, despite
being fully aware of the company’s share dealing policies and his regulatory obligations.

o Thisis another Final Notice in relation to insider dealing / market abuse matters, highlighting the
FCA's continued focus on this area of the regulatory framework.

Market Structure - What's going on; Some key things we've seen in the last few
weeks:

AFM MIiCA proprietary dealing view: the Dutch AFM says proprietary trading on your own account, with no clients,
should not need a MiCA licence; they use MiFID's best execution four-fold test as litmus test (will other EU
regulators follow? And what about liquidity to retail...?)

Pre-hedging: I0SCO has set high-level rules for how dealers should pre-hedge, in line with existing codes, aiming
to manage risk without giving room for unfair trading — it is another mini-step towards more explicit and
restrictive rules in this space (which will be welcome my some, but not all).

FCA fund tokenisation: this is big stuff, the FCA has consulted on using blockchain in authorised funds, with clear
controls over the register, privacy and AML, and a simpler ‘'direct to fund’ dealing model — comments run through
Nov-Dec 2025, with final rules expected in the first half of 2026.

Other highlights: the FCA opened retail access to crypto notes (where traded on a UK RIE), ESMA updated
settlement and transparency rules, the FCA consulted on derivatives reporting and short selling, the UK extended
CCP recognition, and global bodies pushed on crypto, BigTech, AML and prudential policy.

Trading and Settlement

FCA's latest Update on Appointing a Bond Consolidated Tape Provider
ESMA Publishes Final Report on Amendments to Settlement Discipline RTS.
ESMA's latest update on Publication of the first Single Volume Cap Data.
ESMA Manual on post-trade transparency under MiFID [I/MiFIR.

FCA opens retail access to crypto ETNs

ahkwn =
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6. I0SCO publishes final reports on pre-hedging and ESG benchmarks

Transaction / Trade Reporting

7. FCA's Market Watch on UK EMIR Refit Implementation.
8. FCA Consultation Paper CP25/29: Changes to the UK Short Selling Regime.

Operational Resilience

9. ESMA Guidelines on Outsourcing to Cloud Service Providers
10. BoE delivers Speech on Systemic Risk Perspective on Operational Resilience.

Clearing

11. UK Government publishes the Extension and Amendment of Central Counterparties Regulations 2025.

Digital Markets

12. AFM Reviews Client Relationship Criteria Under MiCAR for Proprietary Trading.

13. FCA publishes consultation paper on fund tokenisation.

14. 10SCO and FSB highlight ongoing regulatory gaps in global crypto and digital asset markets

15. ESAs Continue Scrutiny of BigTechs’ Financial Services Activities in 2025.

16. EU Report on tackling Money Laundering and Terrorist Financing Risks in Crypto-Asset Services
17. EBA Criticises European Commission's Proposed Changes to MiCA Liquidity Standards

18. ESMA MiICA Guidelines: Compliance snapshot

Capital

19. Macroprudential and monetary policy challenges in the expanding Non-Bank Financial Intermediation
sector

20. EU Delegated Regulation publishes Amendments to CRR to postpone application date of own funds
requirements

271. PRA publishes update on the restatement of CRR requirements

Things we saw of interest

22. FSB Highlights Risks from Incomplete Reform Implementation.

23. Resisting Deregulation - safeguarding bank resilience.

24. Monitoring Al adoption and vulnerabilities in the Financial Sector

25. ECB publishes paper on capital requirements and bank competitiveness

Trading and Settlement

1. ECA's latest Update on Appointing a Bond Consolidated Tape Provider

e On 24 September 2025, the FCA responded to a legal challenge after their decision to award the contract
for the bond consolidated tape provider. Due to the legal challenge, the FCA reports that the contract
cannot be finalized as quickly as planned. The response also provides that a fair, competitive process was
followed and will proceed as soon as possible, while continuing to engage with market participants.

2. ESMA Publishes Final Report on Amendments to Settlement Discipline RTS
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e On 13 October 2025, ESMA published its Final Report on amendments to the RTS concerning settlement
discipline under CSDR. The report outlines key reforms aimed at improving settlement efficiency across
EU financial markets.

3. ESMA's |latest update on Publication of the first Single Volume Cap Data

e ESMA published the first results of the new single volume cap mechanism (VCM) on 9 October. This
single volume cap mechanism replaced the previous double volume cap system to ensure greater
consistency across EU trading venues. It's an easier system than the previous Heath Robinson like
architecture — time will tell whether the 7% cap on reference prices trades soothes policy fears. Our bet is
no, the reference price waiver and negotiated waiver are two waivers that public policy continually
amends and revises (much more than the large in scale waiver).

4. ESMA Manual on post-trade transparency under MiFID II/MiFIR

e On 10 October 2025, ESMA published an updated Manual on post-trade transparency under MiFID
[I/MIFIR. As a stylistic point this Manuel now runs to over 400 pages, includes a number of visuals and
diagrams — arguably, it is a work of art. What type of art, and whether you like it — well, that's probably in
the eye of the beholder.

e Given it started life as a (legally questionable) exercise in third country post-trade reporting guidance its
grown legs.

e Key amendments:

i.  MIFID II/MiFIR review, changes effective from March 2026, including revised post-trade transparency
obligations and updated technical standards (RTS 1 and RTS 2). These are the most important
amendments. There have been removals (e.g. RFQ / Voice non-equity trading now sits back outside the
pre-trade requirements), extensions (in post-trade deferral time for some non-equity), changes in liquidity
calculations and post-trade flags (both equity and non-equity).

i.  Designated Publishing Entity ("DPE"): the report highlights the DPE regime (which is live) and how
branches of third country firms can receive this designation — but branches can only act in that way for
the country they are branches in. This tracks general principles of EU law, seems something that could
have been made more flexible.

iii.  New guidance, on the treatment of transactions with a third-country dimension, deferral regimes, and the
publication of aggregated or limited trade details. Much of this is a reflection of the agreed texts now —
e.g. amending deferral times for equity and non-equity transactions. Trading venues will in particular need
to have operationalised these changes.

iv.  Transparency calculations, clarification of the process and data requirements for transparency
calculations, including the transition from FITRS to transaction reporting data (as part of the burden
simplification agenda). This is important for trading venues that ingest this data and supply this data (as
changes will be required in operational set up).

¢ ESMA will continue to update the Manual.

5. FECA opens retail access to crypto ETNs

e The FCA announced that, from 8 October 2025, retail consumers in the UK will be able to access crypto
exchange traded notes (cETNSs) through FCA-approved, UK-based investment exchanges. This
development marks a shift in the regulatory landscape, as retail access to cETNs was previously
restricted.

e Firms offering cETNs must adhere to strict financial promotion rules and the FCA's Consumer Duty, which
mandates clear communication and responsible conduct. However, cETNs will not be covered by the
Financial Services Compensation Scheme (FSCS), so investors must be aware of the risks involved. The
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FCA's ban on retail access to cryptoasset derivatives remains in force, maintaining a cautious approach
to higher-risk products.

e This update is part of the FCA's broader strategy to establish a comprehensive regulatory framework for
cryptoassets, including ongoing consultations on stablecoins and other digital asset products. The FCA
noted that they will continue to monitor the market and review its approach to high-risk investments.

6. 10SCO publishes final reports on pre-hedging and ESG benchmarks

e Anemotive topic. On 3 November 2025, following their board meeting in Madrid, I0SCO published two
final reports as part of its 2025 work plan.
e The publications covered:

1. Final report on Pre-Hedging — the report provides principle-based guidance to align the practice of pre-

hedging trading by dealers.

Key principles set

conduct expectations for dealer in managing risk and benefiting clients;
governance and control to protect clients; and
practice consideration for clients (e.g:, monitoring outcomes, asking for information, RFQ design).

The report also maps guidance on existing standards (FX Global Code, Global Precious Metals Code,
FMSB).

For some the guidance will not go far enough - there are many who in many situations consider pre-
hedging a form of market abuse, while for others it is viewed as a risk management tool. The I0SCO
reports seems to have charted a middle ground that may end up pleasing few but represents a
trajectory to ever closer specific and detailed rules regarding pre-hedging by regulators.

2. Final Report on ESG indices as Benchmarks — the report explains how ESG indices used as benchmarks

should meet the same core principles as traditional financial benchmarks.

IOSCO says administrators should therefore:

strengthen governance and oversight, manage conflicts, and supervise third-party data;

be transparent about what the index is trying to measure, the data sources used, and where expert
judgment is applied; and

verify submissions, keep robust audit trails, and maintain complaint processes suited to ESG.
Methodologies should also be clearly disclosed and changes explained in advance with their likely
effects.

IOSCOQ is expected to publish later in November further reports on tokenization of financial assets,
neo-brokers, and the valuation of collective investment schemes (CIS).

Transaction / Trade Reporting

7. ECA's Market Watch on UK EMIR Refit Implementation

On 30 September 2025, the FCA published its Market Watch 84 to review the first year of the UK EMIR
Refit, which updated derivatives reporting requirements to improve data quality and align with
international standards.

25


https://www.iosco.org/news/pdf/IOSCONEWS775.pdf
https://www.iosco.org/library/pubdocs/pdf/IOSCOPD805.pdf
https://www.iosco.org/library/pubdocs/pdf/IOSCOPD804.pdf
https://www.fca.org.uk/publications/newsletters/market-watch-84

European London
Venues & Energy
Intermediaries Brokers'
Association Association

e For those who wonder whether the data reported is being used. The FCA noted that: "Following April's
tariff announcements, we used OTC SONIA Swaps activity, enhanced by MiFID transaction data for
other products, to build a clearer picture of participants’ rates exposure". It would have been
interesting to hear a bit more about this — what did it tell the FCA / what data points were useful, etc -
but perhaps it wasn't felt to be the time or place.

e The good news is that most firms have met the deadlines for the new reporting requirements (31
March 2025) - with 95% achieving compliance by the deadline. However, some firms failed to uplift all
trades, breaching their reporting obligations.

o The FCA highlights the key challenges included inadequate resource planning and over-
reliance on third-party vendors, leading to delays and reporting errors.

o The FCA emphasises that the responsibility for accurate reporting remains with the
counterparty, even when using vendors (fair point, but equally the FCA will generally take into
account how firms have engaged in vendors at what point / at what scale before throwing
the book at any firm).

o The FCA s increasing its monitoring of notifications and will focus on improving data quality,
reconciliation rates, and firms’ systems and controls over the next year. Firms are urged to
review their arrangements to ensure ongoing compliance with UK EMIR reporting
requirements.

8. FCA Consultation Paper CP25/29: Changes to the UK Short Selling Regime

e On 28 October 2025, the FCA published Consultation Paper CP25/29, setting out proposed changes to
the UK's short selling regime. The consultation follows the Treasury’s Short Selling Regulations 2025 (SSR
2025), which provide a new legislative framework for short selling in the UK. It's important in of itself,
given that the SSR has been on the books since 2012 and earlier if you count the temporary ban on
financial institution in September 2008 (some of us are old enough to recall sitting at our desks when that
first came in thinking how radical it was. The FCA is proposing more evolution than radicalism this time
around).

Why is the FCA making these changes?

e The UK's current short selling regime is based on assimilated EU law, which the SSR 2025 now seeks to
replace. The FCA's consultation builds on feedback from the Treasury’s earlier Call for Evidence, which
indicated broad support for the existing regime but called for targeted modifications to reduce
disproportionate burdens.

Main Proposed Changes:
Reporting Net Short Positions (NSPs):

e You'll still need to report net short positions in UK-listed shares when they hit 0.2% of a company’s issued
share capital, and at every 0.1% increment above that. However, you'll now have until 23:59 on the next
working day to submit your report (previously 15:30), giving you more time, especially helpful for firms
operating across time zones.

e The FCA will clarify how to determine a company’s issued share capital, pointing to sources like
Companies House and regulatory disclosures. You're expected to use reasonable, publicly available
information.

e |f your group as a whole crosses the reporting threshold, only one group entity needs to report. If the
group position drops below the threshold, individual entities must report their own positions on the same
day.
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e The FCA will introduce a new system allowing bulk submission of position reports, reducing manual
effort for firms. This will go live six months after the main commencement day.

Covering Short Sales:

e The FCA will clarify what qualifies as an “easy-to-borrow” list and ensure that any such list reflects actual
share availability.

Reporting Shares List (RSL):

e The FCA will publish a list of shares that are subject to short selling reporting and covering requirements.
This replaces the old list of exempt shares.

e The FCA will look at where a share is mainly traded, its importance to the UK market, and whether similar
rules apply in other countries. This should mean fewer shares on the list and less compliance work for
firms.

e Thelist will be updated every two years (on 1 April) and monthly for new admissions or removals. It will
be published in a format that's easy to integrate into your systems.

Market Maker Exemption:

e New market makers only need to notify the FCA 15 days before using the exemption (down from 30
days). Existing market makers can add new instruments immediately upon notification.

e Existing exemptions will continue until 1 June 2027. After that, you'll need to re-notify using the new
system.

e Anelectronic system for managing market maker exemptions will be introduced six months after the new
rules start.

Aggregate Net Short Position (ANSP) Disclosure:

e The FCA will publish the total net short position for each company, combining all individual positions
above 0.2%. Individual firms will not be named, protecting your confidentiality. These figures will be
published two working days after the relevant trading day, from 12:00 onwards.

e Ifareportis late or seems unreliable, the FCA may exclude it from the published total until it's verified.

What should you do next?

e The FCA is inviting feedback until 16 December 2025, and final rules will be published ahead of the new
regime’s start date. One thing we think could be clarified / or made more explicit is how firms (in
particular market makers) can take into account cross product positions at a central risk book level for
hedging/trading.

Operational Resilience

9. ESMA Guidelines on Outsourcing to Cloud Service Providers

e [fyou feel the dust has just settled on DORA issues this will send a shiver through you, but don't worry —
in the main- a reflection of existing practice. ESMA published updated guidelines on outsourcing to cloud
service providers on 30 September 2025, aiming to strengthen risk management and oversight for
financial market participants across the EU. This update reflects the increasing use of cloud services in
the financial sector and seeks to harmonise standards for outsourcing arrangements.
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e Firms are required to ensure that their cloud outsourcing arrangements comply with ESMA's key
principles, which include conducting thorough pre-outsourcing analysis and due diligence to assess the
cloud service provider's ability to deliver services reliably and securely. Written contracts should contain
clear provisions regarding data security, access and audit rights (sigh), as well as the ability to terminate
arrangements without undue disruption to business operations.

e ESMA’ guidance highlights the need to maintain an up-to-date register of all cloud outsourcing
arrangements (this should be more or less in place in any event post DORA), which should be available to
competent authorities upon request, and to implement robust risk management frameworks, including
regular risk assessments and appropriate contingency plans.

e Firms must also ensure compliance with all relevant legal and regulatory requirements, such as data
protection and confidentiality obligations, and notify competent authorities in a timely manner of any
planned outsourcing of critical or important functions.

10. BoE delivers Speech on Systemic Risk Perspective on Operational Resilience

e 0On 18 September 2025, the Bank of England’s Executive Director, Liz Oakes, delivered a keynote speech at
the Cross-Market Operational Resilience Group 2025 Conference, focusing on the growing importance of
operational resilience within the financial sector.

e Oneimportant point that reflects the regulatory rules around the issue was the importance of identifying
maximum tolerable levels of disruption to important business services and using scenario testing to
understand their ability, via recovery and response arrangements, to remain within these tolerances. It
was noted that recent operational incidents have underscored the need for operational resilience
frameworks and that firms must continue to invest in their capabilities to respond to evolving threats.

Clearing

11. UK Government publishes the Extension and Amendment of Central Counterparties Regulations 2025

e 0On 30 October 2025, the UK government published the Extension and Amendment of Central
Counterparties Regulations 2025. This regulation extends the temporary recognition regime (TRR) for
overseas central counterparties (CCPs) and the transitional regime for qualifying CCPs (QCCPs) by 12
months.

e The extensions take effect immediately, with the TRR now set to expire at the end of 2027 for most firms.
The government plans to introduce new statutory instruments in 2026 to implement the permanent
framework, after which the TRR and transitional regimes will be wound down.

Digital Markets

12. AFM Reviews Client Relationship Criteria Under MiCAR for Proprietary Trading

e Inshort the position AFM's is that as long as carrying out "prop" activities (where there is no client service)
there is no need to be authorised under MiCA. The regulator ties this to the four fold tests under MiFID
best execution, which is a workable proxy. We will see if other regulators agree (as there is the potential
for a degree of disunity on the point).

e The AFM is currently engaging with stakeholders and intends to provide further guidance in the near
future to clarify when a client relationship may arise under MiCAR, helping firms understand their
regulatory obligations.

13. ECA publishes consultation paper on fund tokenisation
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14.

On 14 October 2025, the FCA published a consultation paper (CP25/28) proposing measures to
accelerate the adoption of distributed ledger technology (DLT) within the UK’s authorised funds regime.
The FCA views tokenisation as a means to enhance the UK's competitiveness in investment
management, offering operational efficiencies and cost savings by representing assets or ownership
interests on DLT platforms.

The paper provides guidance for authorised fund managers (AFMs) on using DLT to maintain fund
registers while complying with existing regulations, such as the Collective Investment Schemes
sourcebook (COLL) and OEIC Regulations. Key points include the need for robust technology controls,
such as eligibility verification and whitelisting, to manage peer-to-peer transfers and maintain register
integrity. AFMs must retain independent authority over the register, with mechanisms to correct errors
and process redemptions, and ensure contingency arrangements for DLT outages. The FCA also
highlights privacy and risk considerations when using public DLT networks and the potential need for
registration under Money Laundering Regulations.

The FCA explores how tokenisation could enable personalised digital portfolios, allowing investors direct
access to assets via digital wallets and supporting customised portfolio management through smart
contracts. This evolution may shift industry roles, with custodians focusing on blockchain interoperability
and managers adopting more data-driven approaches.

A significant proposal is the Direct-to-Fund (D2F) dealing model, allowing investors to transact directly
with the fund or depositary, reducing AFM balance sheet exposure and operational risk. The introduction
of an Issues and Cancellations Account (IAC) would further streamline fund operations.

Looking ahead, the FCA is inviting feedback on Chapters 2-4 (tokenised fund operations and D2F model)
by 21 November 2025, and on Chapter 5 (future tokenisation roadmap) by 12 December 2025. The
regulator plans to publish a policy statement in the first half of 2026, finalising new rules and guidance.

I0SCO and FSB highlight ongoing regulatory gaps in global crypto and digital asset markets

The I0SCO Report has caught the focus of regulators. It comes at a time where there was a "bump" in
daily leveraging at some exchanges (with different exchanges responding differently to the deleveraging
that occurred). This highlights a point not raised by IOSCO in relation to exchange responses and
operational resilience/controls.
On 16 October 2025, IOSCO published its report on Thematic Review Assessing the Implementation of
I0SCO Recommendations for Crypto and Digital Asset Markets. The review, done with the Financial
Stability Board, focused on protecting investors and ensuring fair markets.
The report found that while progress has been made, there are still important gaps. These include:

o inconsistent rules between countries,

o risks of regulatory loopholes, and

o the need for stronger enforcement.
The fast-changing nature of crypto markets means risks to investors and market integrity remain. I0OSCO
urges countries to fully implement its recommendations as soon as possible and plans to help by sharing
knowledge and supporting countries in building their regulatory systems. The report also highlights the
need for better international cooperation, since most crypto service providers operate globally, and calls
for improved ways to share information.

14. ESAs Continue Scrutiny of BigTechs’ Financial Services Activities in 2025

The punchline: the European Authorities expect "big-Tech' to scale the regulated business lines rapidly.
Others suggest that at scale, the regulated business lines of these entities may be purchased or
consolidated (depending on whether we are talking insurance or payments). Time will tell.

In more detail, the European Supervisory Authorities (ESAs) published the results of their 2025 monitoring
exercise on BigTech companies’ financial services activities in the EU, such as Alphabet, Amazon, Apple,
Meta, Microsoft and others. The exercise identifies that 11 out of 13 monitored BigTech groups have
subsidiaries providing financial services in the EU, primarily payment services, e-money issuance and
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insurance intermediation. These services are delivered either through licensed entities or by relying on
exclusions under the second Payment Services Directive (PSD2), such as the limited network and
electronic communications exclusions. No new licences or financial service types have been introduced
since 2023.

The ESAs highlight the broad client base of BigTechs, serving both retail and corporate customers, and
their potential to scale rapidly due to their large user networks and integrated business models. The
monitoring exercise emphasises ongoing efforts to enhance supervisory coordination, data sharing and
regulatory oversight, particularly in light of new rules under the Digital Operational Resilience Act (DORA)
and the Digital Markets Act (DMA), including the potential designation of BigTechs as critical ICT third-
party service providers (CTPPs) and 'gatekeepers'’ in the financial sector.

15. ESA's Report on tackling Money L aundering and Terrorist Financing Risks in Crypto-Asset Services

The EBA and ESMA have published a report addressing the risks of money laundering and terrorist
financing in the crypto-asset sector. MiCA and the updated AML/CFT framework became effective in
December 2024, with a transitional period for existing providers lasting until July 2026. We suspect
significant increased intervention in this area in the year to come.

16. EBA Criticises European Commission’s Proposed Changes to MiCA Liquidity Standards

Ouch. The EBA published two opinions criticising the European Commission’s proposed amendments to
the draft RTS under the Markets in Crypto-Assets Regulation (MiCA). The EBA warns that the
Commission’s changes, such as allowing asset-referenced token (ART) issuers to invest reserve funds in
non-highly liquid assets (like commodities or crypto-assets) and classifying all money market funds as
highly liquid, would introduce significant liquidity risks and undermine the prudential soundness of the
MiCA framework. The EBA argues these amendments are inconsistent with MiCA's requirements that
reserves be immediately and reliably convertible to cash, especially under stress.

The EBA also highlights that the Commission’s approach could create regulatory arbitrage and weaken
alignment with existing banking liquidity rules, potentially threatening financial stability. While the EBA
supports some non-substantive drafting clarifications, it urges the Commission to maintain strict liquidity,
credit and concentration risk standards for crypto-asset reserves to ensure robust investor protection and
market integrity.

17. ESMA MiCA Guidelines: Compliance snapshot

ESMA published three separate compliance tables showing how national regulators across the EU and
EEA are applying its MiCA guidelines on

o (i) reverse-solicitation by third-country crypto-asset firms,

o (i) transfer-service procedures and client rights, and

o (iii) suitability and periodic-statement requirements for portfolio management.
For each set of guidelines, the vast majority of competent authorities — including those in Austria, Croatia,
Cyprus, the Czech Republic, Denmark, Estonia, France, Germany, Italy, Latvia, Lithuania, Luxembourg,
Malta, the Netherlands, Slovakia, Slovenia, Spain, Sweden, Liechtenstein and Norway — confirm full
compliance.
A smaller group (notably the Hellenic Capital Market Commission, the Bank of Greece, Hungary’s MNB
and the Central Bank of Iceland) states an intention to comply, usually by end-2025 or early-2026, while
legislative processes are finalised.
Belgium, Poland, Portugal and Romania are recorded as “non-compliant by default” because each
Member State has yet to designate a MiCA supervisor.
ESMA stresses that, after the application dates, any authority still “intending to comply” will be re-labelled
non-compliant unless national measures have entered into force.
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18. Macroprudential and monetary policy challenges in the expanding Non-Bank Financial Intermediation sector

More prudential regulation of non-bank sector is on its way (but not quite yet).

The European Central Bank published a working paper examining the rapid growth and evolving risks of
the non-bank financial intermediation (NBFI) sector in the euro area. Over the past fifteen to twenty years,
NBFIs including investment funds, insurance companies, pension funds, and money market funds has
grown to account for nearly half of global financial assets.

The publication identifies key vulnerabilities, such as liquidity mismatches, leverage, and
interconnectedness, which can heighten financial stress and systemic risk. It advocates for stronger
macroprudential regulation, improved data sharing, advanced risk modeling, and comprehensive system-
wide stress testing. The ECB also recommends that authorities adopt flexible, time-varying
macroprudential tools to limit systemic spillovers from NBFls.

These recommendations are positioned as ongoing policy priorities, with the development of effective
macroprudential frameworks for the NBF| sector highlighted as a key next step.

19. EU Delegated Reqgulation publishes Amendments to CRR to postpone application date of own funds

requirements

On 19 September 2025, Commission Delegated Regulation 2025/1496 was published in the Official
Journal of the EU. This regulation postpones the application date of the new own funds requirements for
market risk under the Capital Requirements Regulation (CRR).

Specifically, it introduces a new Article 520a to the CRR, which stipulates that the current market risk
requirements will continue to apply until 1 January 2027. After this date, the updated market risk
requirements set out under CRR Il will come into effect. This extension is intended to provide institutions
with additional time to adapt their systems, processes, and controls to the new prudential framework for
market risk. By maintaining the existing requirements for an extended period, the regulation aims to
ensure a smoother transition and greater preparedness across the financial sector before the more
stringent CRR IIl standards are implemented.

The Delegated Regulation will formally enter into force on 20 September 2025 and will apply from 1
January 2026.

20. PRA publishes update on the restatement of CRR requirements

On 28 October 2025, the Prudential Regulation Authority published feedback on consultations regarding
the restatement of CRR provisions into the PRA Rulebook, following feedback from recent consultations.
This update covers the definition of capital, the mapping of external credit ratings (ECAI mapping), and
supervisory expectations for securitisation.

These changes apply to PRA-regulated banks, building societies, and investment firms. The PRA will
publish final rules in early 2026, with no need for firms to reapply for existing permission. The majority of
the new requirements are scheduled to take effect from 1 January 2027, aligning with the UK's
implementation of the Basel 3.1 standards.

Things we saw of interest

21. ESB Highlights Risks from Incomplete Reform Implementation

On 13 October 2025, the Financial Stability Board (FSB) issued a press release warning that incomplete
implementation of agreed financial reforms continues to leave the global financial system exposed to
potential shocks.
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e Inaletter to G20 Finance Ministers and Central Bank Governors, the FSB Chair stressed that while
progress has been made, significant gaps remain in the adoption and enforcement of post-crisis
regulatory measures.

e The FSB's interim report on the G20 Implementation Monitoring Review further details these
shortcomings, noting that inconsistent or delayed reforms undermine the resilience of financial markets
and could heighten vulnerabilities during periods of stress. The FSB called on jurisdictions to accelerate
efforts to fully implement outstanding reforms, emphasising the importance of international cooperation
and robust oversight to safeguard financial stability.

e These updates underline the ongoing need for vigilance and commitment to reform in order to strengthen
the global financial system against future risks.

22. Resisting Deregulation - safequarding bank resilience

e On 3 October 2025, Isabel Schnabel, member of the Executive Board of the ECB gave a speech on the
importance of maintaining robust banking regulation across Europe.

e Schnabel reflected on the lessons learned from the 2008 financial crisis, noting that the regulatory
reforms implemented in its aftermath have significantly strengthened the resilience of euro area banks.
Rather than proposing specific regulatory changes, she advocated for the preservation of the post-crisis
banking regulations already in place, particularly those that mandate high capital and liquidity
requirements.

e She also focused on improving the efficiency of existing regulations by eliminating unnecessary
duplication and harmonising reporting requirements throughout Europe. Additionally, she touched on the
need to extend macroprudential regulation to cover non-bank financial institutions and stablecoins, given
their increasing significance and interconnectedness with the traditional banking sector.

e This speech highlighted the focus on the need to resist deregulation and to enhance the effectiveness of
the existing regulatory framework.

23. Monitoring Al adoption and vulnerabilities in the Financial Sector

e 0On 10 October 2025, the Financial Stability Board (FSB) published a report aimed at helping financial
authorities monitor the adoption of Al and identify related vulnerabilities within the financial sector.

e Thereportintroduces a set of direct and proxy indicators designed to assist authorities in tracking Al
adoption and its associated risks. It places particular emphasis on third-party dependencies and service
provider concentration, especially in the context of generative Al (GenAl). The report also highlights
improved data collection methods, such as simplified surveys increased data sharing among domestic
regulators, as well as the use of Al tools to enhance monitoring and risk management.

e The report also points to the importance of international cooperation, the harmonisation of definitions
and indicators, and ongoing efforts to close data gaps and strengthen monitoring frameworks. A case
study on GenAl supply chain risks is included, offering practical indicators for assessing the criticality,
concentration, substitutability, and systemic importance of third-party Al service providers.

¢ National authorities are encouraged to adopt the report’s indicators and recommendations to strengthen
their monitoring of Al-related risks. The FSB and international standard-setting bodies will continue to
promote cross-border collaboration, share best practices, and work towards more consistent and
comprehensive monitoring of Al vulnerabilities in the financial sector.

24. ECB publishes paper on capital requirements and bank competitiveness

e ECB published a paper on whether euro-area capital rules hamper bank competitiveness. Drawing on
supervisory data for 2019-2024 and applying Data Envelopment Analysis, the authors estimate “profit
efficiency” for 35 listed significant institutions. Results show no statistically significant link between profit
efficiency and the overall capital requirement (OCR), nor with its micro-prudential (Pillar 1 + P2R) or
macro-prudential (buffer) components.

32


https://practicallaw.msgfocus.com/c/11LbHIYo9Ccpsy87UoP6AadHluS
https://practicallaw.msgfocus.com/c/11LbHKo9JdGv5xpGiBPFdSbcRu0
https://www.ecb.europa.eu/press/key/date/2025/html/ecb.sp251003_1~edb1443d00.en.html
https://www.fsb.org/uploads/P101025.pdf
https://www.ecb.europa.eu/pub/pdf/scpops/ecb.op376.en.pdf

European London
®
‘E \/ “ A o B & ey
Association @ Brokers'
[ ] [ J Association

e Capital levels do matter, but only to a point. Profit efficiency improves as the Common Equity Tier 1
(CET1) ratio rises, peaks at about 18 %, then falls—an inverted U-shaped relationship. Median CET1 ratios
(~16 %) and OCRs (~11 %) sit below this peak, indicating that current regulation is not constraining
competitiveness.

e Efficiency instead correlates with larger size, stronger asset quality and a retail-tilted balance sheet. A
wave of macro-prudential tightening from 2022, alternative efficiency metrics and an expanded sample of
unlisted banks leave the main findings unchanged. The authors conclude that existing capital standards
bolster resilience without undermining banks’ ability to compete; loosening them risks eroding financial
stability for little competitive gain.

Preparing for broader non-financial misconduct rules;

e Indeed, the FCA view NFMC as one of the clearest warning signs of a failing culture within a firm, and
that's really key, because if you're not tackling these toxic behaviours.

e |nevitably, what happens is you're driving good people away, you're preventing people from speaking up,
and it undermines performance and ultimately damages growth.

e Therules are a culmination of work by the FCA over the past 5 years, it's been in extreme focus, all of this.
And they will expect firms to take it as seriously as they are. And that will involve, | think, probably a couple of
things.

e One aspect is firms thinking about how best to integrate the new rules into your existing policies and
procedures.

e And two, thinking about the extent to which any changes need to be made to the firm's existing frameworks.
Particularly around how to mitigate, escalate, and appropriately investigate non-financial misconduct.

Speakers: Matt Browne, Elizabeth Hope (Mishcon de Reya), Adam Epstein (Mishcon de Reya)
1. Context and FCA's Direction
e The FCA's consultation paper CP25/18 proposes significant changes to COCON and FIT & PROPER
guidance to address non-financial misconduct (NFMC).
e Effective date: 1 September 2026.

e Objective: Align NFMC rules for banks and non-banks, clarify boundaries between workplace and private
life, and strengthen cultural standards.
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We conducted a survey to see how firms were getting ready for the new rules.
We had respondents across financial services, from small consumer credit
firms to large asset managers and banks. Our results show a mixed picture.

How significant do you
expect the implementation
effort to be?

Moderate
impact
23%

Limited
impact
77%

2. Key Changes in Proposed Rules

e Two categories of NFMC:
o Inside the workplace: Bullying, harassment, discrimination, violence.
o Outside the workplace: Criminal acts, violent behavior, or conduct undermining integrity.

Incidences of NFM

LN

COCON Alignment: NFMC breaches will apply equally across banks and non-banks.

Social Media: Explicit guidance that posts targeting colleagues may breach COCON.

Seriousness Factors: Duration, seniority, repetition of behavior.
FIT & PROPER: Private life conduct (e.g., violence, sexual misconduct) now explicitly relevant—even if risk
of repetition at work is low.

Proposed rule changes and timeline

WHAT IS CP25/18?

FCA Consultation Paper, ‘Tackling non-
financial — misconduct in  financial
services', covers expectations around
conduct in and outside of the
workplace. The CPisin 2 parts:

Policy Statement setting out the
changes to rules and guidance in the
Code of Conduct (COCON)

Consultation Paper on the FCA's
proposed amendments to guidance in
COCON and the Fit and Proper Test for
Employees and Senior Personnel (FIT) in
respect of what constitutes NFM

KEY TIMELINE

« Consultation

closed: 10 September

2025.

New COCON rules as set out in Policy
Statement come into force: 1 September
2026

The FCA aims to publish a Policy
Statement in respect of its consultation
on the COCON and FIT guidance by the
end of 2025 to give firms time to update
processes, with a view to that guidance
coming into force on 1 September 2026

Whistleblowing Protection: Firms must ensure no detriment for raising concerns.
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Who do the rules apply to?

Senior Managers:

* Individual COCON rules
* Senior Manager COCON rules
+ F&P applies (approved by the FCA)

Certification Employees:

* Individual COCON rules
* F&P applies (certified by the firm)

Conduct Rules Staff: (anyone who is not a senior manager or a certified
function holder and who does not fall under the FCA's list of Ancillary Staff
(e.g. receptionist, post room staff, events management, print room staff
etc.))

* Individual COCON rules

3. Why This Matters

e FCA views NFMC as a clear warning sign of failing culture.
e Aim: Prevent “rolling bad apples”—individuals moving between firms despite serious misconduct.
e Firms must integrate rules into policies, escalation frameworks, and investigation protocols.

4. Grey Areas and Practical Challenges

e COCON vs Private Life: FCA says COCON doesn't apply to personal life—but social media and reputational
impact blur boundaries.

¢ Employment Law Intersection: Disciplinary action for private social media posts is fact-specific; firms
must navigate regulatory and employment obligations simultaneously.

e FIT & PROPER Complexity: Conduct outside work can matter even without workplace risk (e.g., Jon
Frensham case on grooming conviction).

e Offensive Views: Lawful but controversial opinions may not breach fitness—but FCA expects
consideration of demographic-related offences.

5. Investigations and Notifications

¢ No obligation to monitor private lives, but firms must investigate credible allegations.

e Notification obligations:
o Form C: For senior managers leaving—must disclose relevant NFMC findings or context.
o Form A: For new SMF applications—requires disclosure of investigations, even if exonerated.
o Regulatory References: Must include adverse findings and disciplinary actions; cannot omit

material facts.
e Updates: Notifications and references must be updated if new evidence emerges.
e Fairness vs Obligation: Firms cannot “sugarcoat” references; accuracy is paramount.

6. Senior Manager Responsibilities

e Failure to address NFMC appropriately may breach Conduct Rule 2 (due skill, care, diligence).
e FCA expects evidence of:

o Escalation processes.

o Consistent decision-making.

o Documentation of actions and notifications.
e Aggravating factor: Repeated patterns of misconduct—requires tracking and record-keeping.
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7. Implementation Priorities

e Policy Integration: Update HR and compliance frameworks to reflect NFMC rules.

e Escalation Groups: Larger firms adopting conduct escalation committees for consistency.
e Training: Equip managers to identify NFMC and understand regulatory implications.

e Contractual Clauses: Ensure post-employment cooperation for investigations.

8. Cultural Imperatives

e FCA emphasizes “Speak-Up and Listen-Up” culture—psychological safety for employees.
e NFMC rules are not just compliance—they are a marker of firm culture and regulatory scrutiny.

Fraud and Financial Crime

Controls in corporate finance firms (CFFs): The FCA has published the findings of its survey on financial crime
controls in CFFs, including areas for improvement and good practice. Survey results indicated that approximately
two-thirds of responding firms may not be compliant with the Money Laundering Regulations in one or more
elements of their anti-financial crime control frameworks. The FCA expects all responding firms to consider the
findings and address any gaps in their financial crime control frameworks.

Romance fraud review: The FCA has published findings from its multi-firm review of how firms detect and prevent
romance fraud, and protect customers. It found examples of firms going to significant lengths to protect those at
risk, but other where there were missed opportunities to detect or prevent suspicious activity. Key issues included
gaps in fraud detection protocols, staff capability and responsiveness, and the handling of customer vulnerability.
The report notes the challenges firms face such as the origination of scams online, customers’ reluctance to
disclose the purpose of transactions, and difficulties 'breaking the spell' of fraudsters over customers. The FCA
stresses the need for robust monitoring systems and well-trained staff who are equipped to identify red flags and
respond appropriately, particularly where customer vulnerability is indicated.

Anti-money laundering and counter-terrorism financing (AML/CTF) Supervision: HM Treasury has published the
outcome of its 2023 consultation on reforming the AML/CTF supervision regime. It will consolidate AML/CTF
supervisory responsibility for legal, accountancy and trust and company service providers under the FCA.
Implementation of this policy is subject to the passing of enabling legislation, confirmation of funding
arrangements and development of a detailed transition and delivery plan. The date on which the FCA will
commence supervision of the professional services sector will therefore be heavily dependent on the availability
of parliamentary time. In preparation, HMT will publish a separate consultation on the FCA's future powers in early
November.

Authorised Push Payment (APP) fraud: Reflecting on the year since its reimbursement requirement came into
effect, the PSR has outlined how the regime has helped protect victims of APP fraud and incentivised firms to
prioritise fraud prevention. Data from the Q2 2025 dashboard indicates consistent, positive outcomes for
consumers with high reimbursement rates for APP scams (a total of £112m reimbursed), increased claims
response times and a 15 percent drop in claims volumes indicating improved fraud prevention by firms.
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JMLSG; The November 2025 consultation has now been published: JMLSG today publishes proposed

amendments to various paragraphs within Part | of its Guidance, namely:

e Chapter 3 Paragraphs 3.11, 3.12, 3.20, 3.33, 3.36; and Chapter 6 Paragraphs 6.90-6.99.
e Therelevant text is available in marked up format under the Consultations tab.
e Comments on the proposed revisions should be received by 14th January 2026.

e https:/www.jmlsg.org.uk/latest-news/consultation-part-i-2/

e https://www.imlsg.org.uk/consultations/consultation-part-i-november-2025

| Standing of the MLRO
SYSC63.10G 3.10
FSMA 539
APER4.79E 311
APER 2.1A3
SYSC630R 312
SYSC6.3.10C
SYSC 638
SYSC 4.4 313

SYSC 6.3.9(1) R
SYSC63.10G

The role of MLRO has been designated by the FCA as a
controlled/Senior Management function under s 59 of FSMA. As a
consequence, any person invited to perform thai function must be
individually approved by the FCA, on the application of the firm, before
performing the function. The FCA expect that the MLRO will be based
in the UK.

Failure by the MLRO to discharge the respon
in SYSC 6.3.9 R is conduct that does not comply with Statement of
Principle 7 for Approved Persons, namely that ‘an approved person
performing an accounable higher management function must take
reasonable steps 1o ensure that the business of the firm for which they
are responsible in their accountable function capacity complies with the
relevant requirements and standards of the regulatory system’.

The MLRO must have the due authority and independence to undertake
their responsibility of overseeing all aspects of the firm's AML/CTE
activities ineluding having access to all relevant information that the
MLRO requires. This includes oversight in respect of AML/CTF
activities undertaken by the group or other entities within or outside of
the UK, where relevant to the UK regulatory system.

In FCA-regulated firms, the MLRO is responsible for the oversight of
all aspects of the firm’s AML/CTF activities and is the focal point for
all activity within the firm relating 10 anti-meney laundering, although
overall responsibility, or responsibility for ceriain AML/CTF
operations, may be appointed to another director or senior manager.
The individual appointed as MLRO must have a sufficient level of
seniority within the firm (see paragraph 1.38). As the MLRO is an
Approved Person/SMF Manager, their job description should clearly set
out the extent of the responsibilities given to them, and their objectives.
The MLRO will need 10 be involved in establishing the basis on which
a risk-based approach to the ion of money 1a i i
financing is put into practice.

Along with the SMF Manager appoi ard (see paragraph
1.37), an MLRO will support and co-ordinate senior management focus
on managing the money laundering/terrorist finan i

business arcas. They will also help ensure that the fimm's wider
for ing and ing money i i
financing is addressed centrally, allowing a firm-wide view to be taken
of the need for monitoring and accountability. This should take account
of all activities undertaken by group and other entities where relevant to
the UK regulatory system.

As noted in paragraph 1.41, the relationship between the MLRO and the
director(s)/senior manager(s) allocated overall responsibility for the
establishment and maintenance of the finm’s AML/CTF systems is one
of the keys to an effective AML/CTF regime. It is important that this
relationship is clearly defined and documented, so that each knows the
extent of their, and the other’s, role and day to day responsibilities
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Where the firm is required 1o appoint a board member or member of its
senior management as the officer responsible for the firm’s compliance
with the ML Regulations, it is important that this individual, the MLRO
and the director(s)/senior manager(s) allocated overall responsibility for
the establishment and maintenance of the firm’s AML/CTF systems
(see paragraph 3.14) are all clear as to the responsibilities of each.

The MLRO must have the authority 1o act independently in carrying out
their responsibilities. The MLRO must be free to have direct access to
the FCA and (where they are the nominated officer) appropriate law
enforcement agencies, including the NCA, in order that any suspicious
activity may be reported to the right quarter as soon as is practicable.
They must be free to liaise with the NCA, on their own authority, on
any question of whether to proceed with a transaction in the
circumstances.

Senior management of the firm must ensure that the MLRO has
sufficient resources available to them, including appropriate staff and
technology. This should include arrangements to apply in their
temporary absence.

Where a firm is part of a group, it may appoint as its MLRO an
individual who performs that function for another firm within the group.
If a firm chooses this approach, it may wish to permit the MLRO to
delegate AML/CTF duties to other suitably qualified individuals within
the firm. Similarly, some firms, particularly those with a number of
branches or offices in different locations, may wish to permit the MLRO
to delegate such duties within the firm. In larger firms, because of their
size and complexity, the appointment of one or mare permanent Deputy
MLROs of suitable seniority may be necessary. In such circumstances,
the principal, or group MLRO needs (o ensure that roles and
responsibilities within the group are clearly defined, so that stalf of all
business areas know exactly who they must report suspicions to.

Where an MLRO is temporarily unavailable, no pre-approval for a
deputy will be required for temporary cover of up to 12 weeks in any
consecutive 12-month period. For longer periods, however, FCA
approval will need to be sought. Rather than appointing a formal
deputy, smaller firms may prefer Lo rely on temporary cover.

Where AML/CTF oversight activities tasks—are delegated by a firm's
MLRQ, the FCA will expect the MLRO to continue lo have take
ultimate managerial responsibility for those activities,
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"As the financial sector continues to navigate the changing landscape, enhancing stress testing capabilities is critical
to be able to simulate a wider range of scenarios, for example sudden regulatory overhauls, abrupt policy changes or
political upheaval.”

Wider Context

e Multinational firms face unique implementation hurdles when aligning UK-specific requirements with
global operational resilience programs.

e The UK's framework is principles-based, whereas DORA introduces a more prescriptive approach. Firms
operating across jurisdictions should anticipate divergence in requirements and plan accordingly. The
PRA and FCA expect firms to demonstrate how they manage cross-border dependencies and ensure
resilience across critical business services.

e Firms should also prepare for potential future alignment with international standards, as global regulators
continue to focus on operational resilience as a systemic risk priority

Opportunities

1. Increased resilience — Enhanced processes and risk management help firms reduce regulatory buffers
and costs, and ultimately improve crisis response management.

2. Strategic integration with risk and business planning — Stress testing is increasingly recognized as a
strategic tool which aligns decisions with risk appetite and business strategy.

3. Technological innovation — Current environment, led by advances in Gen-Al and machine learning,
encourages firms to modernize and harness the latest developments in technology.

4. Operational efficiency and enhanced effectiveness — Present valuable opportunities to streamline the
Target Operating Model (TOM) and reduce the cost of maintaining stress testing processes.

Risks and Challenges

1. Limited management capacity and gaps in governance readiness — Insufficient resources and
fragmented oversight hinder effective stress testing implementation.

2. Changing priorities under stress — Fundamental overhaul of stress testing frameworks is needed to
address systemic risks and regulatory expectations.

3. Data quality and integration issues — Inconsistent data sources and lack of harmonization across
systems create vulnerabilities in stress testing outputs.

Regulatory divergence — Global regulatory fragmentation adds complexity for multinational firms seeking to align
stress testing practices across jurisdictions

Regulatory Impact Score

e October2024:6.1 1

e March2025:6.21

e October2025:8.2 1
The regulatory pressure score has not changed. Focus is on continuing to embed regulatory requirements and
maintain resilience culture. Supervisory expectations will remain high, with emphasis on testing, mapping, and

embedding.

e Supervisory intensity: High
e Global alignment: Moderate/High
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DORA oversight of Critical Third Parties: The ESAs have published a guide on oversight activities related to the
Digital Operational Resilience Act (DORA). The guide, intended to help prepare for oversight implementation,
provides an overview of the processes used by the ESAs through the Joint Examination Teams to oversee critical
third-party service providers (CTPPs). It explains the CTPP oversight framework, governance structure, founding
principles, and available tools for overseers.

ESMA supervision of third-party risks: ESMA has published Principles for the supervision of third-party risks.
These 14 principles aim to support harmonised and effective EU-wide supervisory culture, and address the
growing risks associated with outsourcing, delegation and other third-party services used by supervised firms.

ESMA - Outsourcing to cloud service providers: DORA became applicable on 17 January 2025. ESMA's Guidelines
on outsourcing to cloud service providers no longer apply to those financial entities subject to DORA. DORA does
not apply to AlFs and UCITS depositaries which are not part of a credit institution and investment firms. ESMA
has re-published the Guidelines with updates that apply specifically to these entities.

Outsourcing peer review: EIOPA's follow-up report on its 2022 peer review of outsourcing under Solvency Il found
that most supervisory actions have been completed by NCAs, with 55 of 77 recommendations fully implemented.
Remaining areas for attention relate to off-site monitoring, internal procedural consistency and operationalisation
of supervisory tools. EIOPA encourages further work from NCAs to ensure convergence in oversight of
outsourced critical and important functions. The report signals continuing supervisory scrutiny of outsourcing
arrangements, including cloud and IT service dependencies, and highlights the importance of robust
documentation, due diligence and exit planning within governance frameworks.

EBA - Third-party risk: The EBA is consulting on draft Guidelines for the sound management of third-party risk,
specifically focusing on non-ICT related services. The draft Guidelines aim to revise and update the previous EBA
Guidelines on outsourcing from 2019, ensuring alignment with DORA.

Cyber response and recovery: The BoE, PRA and FCA have published joint guidance for firms and financial market
infrastructures (FMIs) on effective practices in cyber response and recovery capabilities. The guidance addresses
the ongoing significant threat of cyber-attacks to the financial sector, drawing on insights from systemic firms and
FMIs into how they continuously evolve their capabilities. It serves as a resource for firms to understand and
potentially adopt practices that have demonstrated efficacy in strengthening cyber resilience. The regulators
encourage all firms and FMIs to review the practices in the guidance and consider how they can strengthen their
own resilience, to support the stability of the wider financial system.

Strengthening Operational Resilience

With rules in the UK and EU now fully operational, firms should be continuing to embed a strong resilience rather
than compliance culture. The first critical third-party designations will further expand the reach of formal
operational resilience expectations. Meanwhile, the increasing severity of recent cyber incidents is raising
guestions around how best to address systemic risks.

Resilience by Design

The PRA expectation of “resilience by design,” introduced in its January 2025 supervisory priorities letter, is
compatible with expectations under DORA and other EU resilience requirements. The PRA asks all dual-regulated
firms to assess the impact of change on their ability to continue providing critical operations, including services
outsourced to third-party arrangements. Boards should test and update risk tolerance levels for scenarios that
may be exposed to climate risks or introduce climate-related risks to the firm. The most recent BoE and FCA
proposals on Operational Resilience point to expanded mapping and testing requirements in supervisory
proposals for H2 2026. Policy scope is expected to broaden in some areas to more closely align with DORA. New
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FCA proposals for crypto-asset firms may result in these firms being subject to similar resilience requirements as
other UK regulated firms.

Cyber and ICT Resilience

Geopolitical risk and cyber attacks remain the most frequently cited risk in the BoE 1H 2025 Systemic Risk Survey,
and this is reflected in the FCA's thematic work on cyber resilience. The FCA expects firms to maintain robust
governance and oversight of ICT risk, including third-party dependencies. Firms should ensure that operational
resilience plans address scenarios involving ICT failures and cyber-attacks. The PRA and FCA have indicated that
ICT resilience testing will be a supervisory priority in 2026, with firms expected to demonstrate how they identify,
assess, and mitigate ICT risks across critical business services.

Third Parties and Outsourcing

The EBA has consulted on draft Guidelines on the sound management of third-party risk for ICT-related
outsourcing. The FCA and PRA expect firms to implement robust governance and oversight of third-party
arrangements, including clear accountability and escalation processes. Firms should ensure that outsourcing
arrangements are documented, monitored, and tested for resilience. The PRA's supervisory priorities include
assessing firms’ ability to manage concentration risk in third-party dependencies. UK regulators expect firms to
align with EBA and DORA principles for outsourcing resilience. The FCA has indicated that firms should review
their outsourcing frameworks to ensure compliance with operational resilience requirements and be prepared for
increased supervisory scrutiny of third-party risk management.

Forward look & supervisory priorities: With requirements now in force, expectations are for supervisory activity to
remain high.

How is the current environment reshaping the stress testing landscape?

e Tariffs, tax shocks and regulatory pressures in core markets, together with a volatile global geopoalitical
environment, energy price shocks and downward shift of real and cyber risks are structural changes
driving new stress testing imperatives.

e Industry faces heightened expectations across financial markets, regulatory compliance and resilience
testing.

e Strengthening stress testing frameworks is essential to address these unprecedented challenges.

How should regulators be thinking about stress testing going forward?

e With recent framework changes, the PRA has signaled that it is prioritizing the integrity, governance and
transparency of stress testing.

e Regulators expect firms to embed stress testing into strategic planning and risk management.

e Future focus will include technology adoption and operational resilience.

Digital Finance

Political direction to support growth and competitiveness, and moves to deregulate in some jurisdictions will be seen
as the restrictive nature of frameworks in FS. The US has pushed forward on Al and big technology companies are
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based in the US. The EU continues to advance its regulatory agenda, with proposals on Open European Al
frameworks and smart data regimes that move forward with their plans on financial resilience. FS firms will need to
consider how to integrate these frameworks into their operating models while managing cross-border compliance.
Expect more focus on real-time stress testing to quantum secure systems.

Opportunities

1. Small business productivity gains, with more efficient reconciliation, real-time financing, and streamlined
payments.

2. Holistic financial management for consumers, improving financial literacy and democratizing financial
advice to support long-term financial resilience.

3. FinTech investment and growth, aligned to key government priority areas.

4. Competition-driven innovation, through tailored financial management and improved access to credit.

5. Continued global leadership for the UK in real-time payments and Open Banking innovation.

Risks and Challenges

e Despite the early foundations established in the UK, there are potential barriers to the implementation of
Open Finance including:

Data security and privacy concerns — safeguarding consumer information.

Regulatory complexity — ensuring compliance across multiple jurisdictions.

Engaging different stakeholder groups across the industry.

Technology integration challenges — harmonizing legacy systems with new standards.

Operational readiness — ensuring firms have the infrastructure to support Open Finance.

Promoting financial inclusion through relevant UK implementation.

Addressing potential market concentration risks in financial services sectors.

Funding the centralized capabilities required for Open Finance to scale.

Learning lessons from international markets.

O©oOoNOOAhWN =

Al, DLT and quantum computing: The BoE has published its approach to fostering responsible innovation in
artificial intelligence (Al), distributed ledger technology (DLT) and quantum computing. The BoE outlines its
strategy to support the safe adoption of these transformative technologies within the UK financial services sector,
whilst delivering against its statutory objectives to maintain the resilience of the financial system and promote
sustainable economic growth. The BoE seeks to shape innovation rather than slow it, acknowledging the potential
for significant productivity gains while remaining vigilant to associated risks.

Fund tokenisation: The FCA is consulting on proposals (CP25/28) for progressing fund tokenisation, having
identified this as a key driver of efficiency for fund management. The proposals include guidance for operating a
tokenised fund, the outline of an optional new model for direct dealing in conventional and tokenised authorised
funds, and a roadmap for advancing fund tokenisation. The paper includes a discussion chapter on future
tokenisation models that could use DLT to provide tokenised portfolio management at retail scale.

Quantum computing: The FCA has published a research note exploring the potential applications of quantum
computing within UK financial services, assessing how firms and regulators can prepare for emergence of this
technology and its impact on financial markets, consumers and the UK's global financial position. The FCA
emphasises that this is a critical juncture and advocates for proactive regulatory engagement to leverage
opportunities while mitigating risks. It finds that new regulations are unlikely to be required in the near term —
however, future quantum applications will need to consider existing regulatory frameworks on explainability,
fairness and operational resilience.
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Digital Pound: The BoE has published an update on the progress made on the Digital Pound as it continues to
explore alongside HM Treasury (HMT) the case for a central bank digital currency. The BoE notes that payments
are evolving towards a future ‘multi-money system’, made up of public money i.e. cash and potentially the Digital
Pound, stablecoins, commercial bank deposits and tokenised assets — with public money as the anchor. In this
context, over the last year the BoE has focused on designing the detailed blueprint for the Digital Pound. Progress
so far includes advancing technical work on the infrastructure through hands on experimentation within the
Digital Pound Lab which is now in Phase 2. The Lab is intended to allow industry participants to test innovative
payments use cases, using a Digital Pound as the foundation, with potentially broader applicability across retail
payments. The BoE has also published a series of design notes setting out its emerging policy and technical
thinking on interoperability models, product strategy, intermediary roles, offline payments and alias service. The
priority for the remainder of 2025 is to complete the blueprint and assessment which will inform a decision by
Bank of England and HMT on next steps in 2026.

Enabling Digital Innovation

Innovation has introduced new products and efficiencies to financial services. However, it also introduces novel
risks which could pose a threat to consumer protections 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.

Regulatory Impact Score

e October2024:7.3 1
e March2025:7.7 1
e October2025:8.1 1

The score has again increased, largely due to regulatory obligations now being active (e.g., EU Al Act),
implementation deadlines getting nearer and the wider regulatory environment becoming clearer. Firms must
ensure they strengthen their digital governance and risk management frameworks.

e Maturity stage: Developing and implementing
e Supervisory intensity: Low, increasing
e Global alignment: Moderate

General-Purpose Al Code of Practice: The European Commission has published the final version of its General-
Purpose Al (GPAI) Code of Practice, designed to help model developers comply with the EU Al Act's transparency,
safety and copyright obligations. The voluntary Code provides structured templates for documenting model
provenance, implementing copyright-law compliance, and managing systemic risks associated with GPAI models.
Accompanying guidelines clarify when downstream modifications to Al models trigger compliance duties under
the Al Act. The Code will serve as an interim mechanism until enforcement begins in 2026—2027. Financial
institutions using foundation or modified Al models should review whether their use cases qualify as “significant
modifications” under the Act.

Liquidity requirements under MiCA: The EBA has published two Opinions responding to the European
Commission's proposed amendments to the draft RTS on liquidity requirements for the reserve of assets under
the Markets in Crypto-Assets Regulation (MiCA). The EBA believes the Commission’s amendments are
inconsistent with MiCA's prudential framework, potentially introducing significant liquidity risk, weakening
alignment with the banking liquidity framework and creating opportunities for regulatory arbitrage.

Digital Euro sandbox: After running a sandbox with almost 70 market participants, the ECB has shared its findings
and confirmed that it will launch a second round of experimentation through a platform next year to maximise
innovation potential. Overall, the experiment highlighted the importance of harmonised standards, a shared
infrastructure and ongoing collaboration with market participants to ensure the scalability, reliability and usability
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of the digital euro across the euro area. Conditional payments were identified as possible key driver of innovation
for consumers and businesses.

Crypto-assets and CBDCs; Firms continue to navigate the fluid application of international regimes following the
publication of EU MiCA standards and UK proposals for stablecoin regulation. The FCA has confirmed its intention
to implement stablecoin rules in 2026, while the Bank of England continues to explore CBDC frameworks. At the
global level, the BIS Digital Innovation Hub provides a unified environment for digital payment pilots and cross-
border CBDC testing. The ECB is expected to launch a digital euro pilot, but the European Commission has not
agreed its position until at least May 2026.

Al and Machine Learning; The EU's prescriptive Al Act has entered into force with rules for generative Al applying
from August 2025. FS firms may need to consider the Al Code of Conduct if they use externally trained models.
FCA and PRA guidance is complementary. FS guidance continues to be published by the ESAs, with EIOPA
publishing its Opinion on Al governance and risk management. A UK Al Bill is likely in 2026. The impact of these
frameworks is expected to have a direct impact on FS firms. Regulators continue to integrate Al into supervisory
processes and risk regulatory frameworks, with the FCA launching Al Live Testing after positive feedback from
industry.

Data Sharing; Regulatory and geopolitical concerns persist over concentration risk and increasing dependence on
a small number of US technology providers for Al and big data services. A clear push towards sovereign data
frameworks is evident in the Financial Data Access proposals (EU), and the UK's Smart Data initiative. The UK
Department for Science, Innovation and Technology continues to lead on Open Banking and Smart Data schemes
that FS firms have to establish as part of compliance obligations.

Accessing Markets

“This is not just a regulatory compliance exercise; there may be business benefits from reconfiguring business and
legal entity structures.”

Market access arrangements between the UK and EU are approaching stasis and there are few noteworthy
developments to report. An exception to this is the UK-Swiss Berne Financial Services Agreement, which sets a
trailblazing precedent for market access based on regulatory divergence. Supervisors continue to evaluate
substance and the degree of delegation and outsourcing to entities outside their reach.

Regulatory Impact Score
e October2024:55 1
e March2025:541
e October2025:5.3 1

Market access arrangements have remained largely unchanged. The score reflects stability in this major theme.
However, there are emerging risks linked to private markets and delegation models such as CRD IV.

e Maturity stage: Mature/BAU
e  Supervisory intensity: Moderate
e Global alignment: N/A

Overseas Recognition Regime
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HMT has confirmed the introduction of an Overseas Recognition Regime to replace or augment the patchwork of
equivalence decisions. The regime will apply to wholesale markets and infrastructure (including CCPs and trading
venues). The FCA is expected to match at UK level. Legislative proposals will include technical assessments to
support HMT's designations.

Regulated Markets and Clearing

Following the European Commission’s extension of time-limited equivalences for UK CCPs until June 2025, the
EU's EMIR 3 proposals remain in focus. The goal is to build up EU CCP’s capacity and resilience under new active
account requirements, applicable from June 2025. Although ESMA's final draft RTS has yet to be approved by the
European Commission, the level of accompanying ESMA Q&A does provide clarity for future implementation.

Cross-border Services and Fund Marketing

In May, the PRA updated its expectations for business plans and outsourcing arrangements for firms operating
cross-border. The FCA continues to monitor delegation models and substance requirements, particularly reporting
lines and governance arrangements. Applications for UK branches of overseas Funds remain steady, with
supervisors focusing on operational resilience and outsourcing risk.

Delegation of Portfolio Management

Apart from the introduction of the EU's AIFMD Il changes, from April 2026 onwards, delegation models are
expected to remain under scrutiny.

Developments in the EU are expected to impact UK firms' requirements for delegation controls and governance.
The FCA has signaled that firms should be prepared for changes to the use of third-party managers and consider
the impact of AIFMD Il rules also.

Forward look & supervisory priorities: While not any further fundamental changes to the EU/UK relationship,
market access is likely to remain steady for the short to medium term. The upcoming implementation of new
requirements under CRD6 and amendments to PRA SS21/4 will potentially be significant for banks.

Wider Context

e Broadly speaking, EU-UK financial services market access arrangements are now approaching a firm
state of stasis.

e Momentum from the UK-EU May 2025 Summit was a positive step for the relationship between the EU
and UK, and touched on several shared areas including market infrastructure and clearing.

e The UK Treasury confirmed its commitment to the wider financial services agenda, including the Financial
Services and Markets Act reforms.

e Beyond the EU, the UK is strengthening Berne Agreement rollout to cover equivalence between the UK
and Switzerland.

e Firms should continue to monitor developments in Swiss market access and delegation models, as
supervisors are likely to make substance assessments stricter.

Opportunities

e Thisis not just a regulatory compliance exercise; there may be business benefits from reconfiguring
business and legal entity structures.

e Creating larger balance sheets for subsidiaries could allow groups to offer a wider range of services to a
larger pool of customers, offering potential areas for revenue growth.
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Risks and Challenges

1. As non-EU banks transfer business into EU legal entities, the consequent growth in balance sheet sizes
under some local jurisdictions may affect capital allocation.

2. Inthe absence of passporting, to serve clients across the EU, banks may need multiple branches, which
could create inefficiencies.

Key impacts of CRD6

The principal impact will be on non-EU headquartered groups looking to serve clients in the EU. From 2027,
provisions of CRD6 will require banks and banking groups to have legal entities in the EU for market access.
Banks will need to serve EU clients through EU legal entities. This will require transfer of substantial balance
sheets to EU legal operations.

On impacted banks needing to decide whether to create a subsidiary or a branch wait until the rules are more
certain

Branches have the advantage of simplicity and lower cost, but they typically cannot provide services for retail
clients. Subsidiaries offer broader capabilities but require more resources for these functions.
The choice will depend on the bank’s strategy and the nature of its EU business. Banks may act early to prepare
for passporting across the EU.
The impact on third-country banks providing services through EU branches as rules shape up
The largest global banks typically already have subsidiaries in the EU, so CRD6 may have less impact for these
institutions. For smaller banks, the decision to create subsidiaries or maintain branches will be significant.
Factors such as capital requirements, governance, and the distribution of business across entities will play a role.
How market access arrangements into the EU may evolving over time
The EU faces complex implications:

e |t will maintain open market access for international banks.

e Delegation models and outsourcing dependence on outside providers will be scrutinized.

e Supervisors are likely to seek more substance and direct oversight.
Factors may prove to be decisive.

Growing Capital Markets

“Firms will be able to build upon the work they did for the Americas transition to T+1 but the European transition is a
more complex challenge.”

As reforms to the public markets and the roll out of consolidated tapes approach completion, attention has shifted
further to the growth and potential risks arising from the private assets sector. T+1 settlement in Europe is also
looming on the horizon.

Wider Context
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e Reforms to European public markets will reach their conclusion in the short term, with several initiatives
expected to transform the market, including measures to increase retail investment.

e The private assets theme continues to grow. The EU continues to lead in private asset reforms, including
through initiatives such as PISCES, and the UK is expected to follow suit.

e  Meanwhile, the EU's ELTIF Il framework is becoming increasingly popular.

e Consolidated tape reforms will see FS markets industry participants adapt operational models as new
requirements come into effect.

e AIFMD Il is also expected to align the UK and the EU frameworks, alongside global standards.
Firms should prepare for significant changes in market structure, especially the shift to T+1 settlement.

Regulatory Impact Score

e October2024:751
e March2025:7.41
e October2025:76 1

There has been a further slight drop in the regulatory impact score as a series of reforms complete. Firms need to
implement both new public market regimes (tape developments) and strengthen their liquidity risk management
frameworks, while also addressing emerging risks linked to private markets.

e Maturity stage: Developing and implementing
e Supervisory intensity: Moderate
e Global alignment: Moderate

Public Markets

Policymakers and regulators are waiting to see whether reforms to using and interpreting consolidated tapes will
improve market transparency and reduce trading costs. The FCA has confirmed that the UK consolidated tape for
bonds will go live in H1 2025, and Wholesale Markets Review (UK) are being implemented, and the European
consolidated tape proposals are on track for implementation in mid-2024.

Private Markets

UK and EU policymakers are moving in opposite directions on the overall framework for private asset managers.
While the UK is considering AIFMD simplification, the EU continues to take a cautious stance, with latest activity
showing progress on valuation completed; controls are the next priority. However, there are expected conflicts with
global asset pass-throughs for providing retail investors with private asset exposure.

Market Infrastructure

The introduction of consolidated tapes for bond market data and the expansion of equity tape reforms in the FCA
proposals are expected to go live in August 2025. In parallel, the application law for CSDR 2025 is expected to
strengthen settlement discipline rules. The FCA has confirmed that the UK consolidated tape will be implemented
in H1 2025. ESMA proposals for non-significant benchmarks are expected to be scoped into the next round of
reforms, with the European Commission expected to publish its final proposals in December. HMT has confirmed
that the UK will adopt the changes.

Fund Liquidity Management

The publication of IOSCO's final recommendations is driving the best-practice policy expected later this year. In
response, the FCA is expected to consult soon on refining its requirements. The EU has already announced changes
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with significant changes to liquidity risk management frameworks. AIFMD Il alignment talks are expected after
April 2026. Regulators are also expected to increase scrutiny of private assets and their liquidity risk management
frameworks.

Opportunities

1. The considerable compression of time to carry out post-trade activities (such as confirmations,
allocations, matching, and settlement) with the move to T+1 provides momentum to bring automation and
efficiencies into post-trade processes.

2. Industry solutions are being developed to increase efficiency in processes, for example through industry-
wide databases of standard settlement instructions.

Risks and Challenges

1. Manual processes in areas such as stock lending will no longer be viable — real automation has been
recommended by industry groups.

2. Regulators have indicated in the UK (and may do so elsewhere) that they expect firms to prioritize
readiness for the transition to T+1.

3. Increased settlement fails once the industry moves to T+1 would mean that firms face additional risks due
to the transactional format — from asset managers becoming un-warned by their brokers to brokers losing
business.

Why are European markets moving to T+1 trade date plus one day settlement in October 20277

Reducing the settlement time and associated risks in post-trade activities aims to increase operational resilience
and reduce systemic risk.

The North American markets transitioned to T+1 in May 2024. With several issues observed, lessons were learned
to prepare European markets to follow suit.

How does the European move to T+1 settlement differ from the US/Americas move in 2024?

Although firms will be able to build upon the work they did for the Americas move last year, the European transition
is more complex for several reasons. There are multiple jurisdictions, currencies, and market infrastructures
involved. Regulatory frameworks in Europe demand more stringent compliance and coordination across borders.
The European Commission has confirmed that the transition will apply across Europe, as highlighted by ESMA's
proposals, with the target date for transition by 11 October 2027.

What are firms finding most challenging about the move to T+1?

Different types of firms face different challenges. One of the most significant is adapting operational processes to
T+1 settlement cycles and ensuring readiness for compressed timelines. Firms need to review their post-trade
workflows, technology systems, and resource allocation to meet the new requirements.

If firms have not yet begun the transition to T+1 yet, where should they start?

An impact assessment is often the best starting point to identify where changes are needed. Firms should review
their settlement processes and determine the areas most affected by the move to T+1. This includes examining
technology systems, operational readiness, and resource planning. Industry groups such as AFME and ICMA are
offering guidance and best practices to help firms prepare for the transition.
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Reinforcing Governance Expectations

“The way a firm deals with non-financial misconduct goes to the heart of the effectiveness of its initiatives on culture,
diversity and inclusion.”

Regulators continue to reinforce the need for good governance, including the effective management of conflicts of
interest, embedding appropriate accountability, robust oversight by non-executive functions, and clear audit trails for
decisions.

Wider Context

e Whatever other change is taking place, the need to reinforce strong governance and accountability is a
constant across all areas of financial services.

e Against the backdrop of a broader shift from investment management to systemic risk management in
the UK, culture will continue to play an important role.

e The prevention of fraud and financial crime across all markets remains a top priority. The new Economic
Crime and Corporate Transparency Act 2023 came into effect on 1 September 2025.

Opportunities

While the FCA has said it considers NFM to already be within the scope of the conduct rules for banks, it is changing
its Code of Conduct (COCON) to expressly confirm that, from 1 September 2024, the NFM rules will apply to non-
banks in the same way they currently apply to banks. This gives firms time to:

1. Understand the rules, particularly the definition of NFM and how that sits within the wider FCA and
employment law context.

2. Review and refresh their training staff training on COCON requirements.

3. Check that monitoring of conduct rule breaches and regulatory reporting to the FCA captures NFM.

Risks and Challenges

1. ‘Ownership’ of the approach to NFM may be a challenge — e.g., determining how HR, Risk, Legal and
Compliance should work together to meet the FCA's NFM expectations.

2. There may be a need for firms to assess and ‘benchmark’ the seriousness of NFM cases when making
decisions.

3. There will be challenges in aligning remuneration policies, structures and processes with NFM
expectations, particularly where firms have global operations.

4. It may be difficult to track NFM data across different systems within firms.

Regulatory Impact Score

e October2024:6.4 1
e March2025:661
e October2025:6.31

There have been new rules for firms to implement since the last barometer. The timetable for proposed changes
(e.g., SM&CR) remains in focus. Firms need to strengthen governance frameworks to address market volatility and
emerging systemic risks.
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e Maturity stage: Implementing
e Supervisory intensity: High
e Global alignment: Moderate, converging

Governance and Accountability

The highly anticipated two-phase reform of the UK's SM&CR is underway. The FCA and PRA have consulted on
quick wins, while HMT has launched a consultation on more substantial medium-term changes. The Swiss Federal
Council has proposed a similar governance regime as part of a package of measures to improve the two-pillar risk
regime. Beyond accountability, governance continues to feature on policy agendas in the context of new guidelines.

AML/CFT

The FCA's AMLA has assumed its legal powers and dual mandate as both the EU AML supervisory authority and
the coordination mechanism for national intelligence units.

HMT is revising the Money Laundering Regulations. Key changes include enhanced due diligence requirements for
high-risk jurisdictions and politically exposed persons.

Forward look: Supervisory priorities include firms’ ability to demonstrate compliance to the latest methodologies
of risk identification, monitoring, and cross-border cooperation.

Culture, Conduct and Controls

Supervisors remain highly focused on firm culture and its impact on risk management, conduct of business, and
governance indicators.

The FCA has confirmed that its non-financial misconduct framework remains in force and has published Q&A
guidance to assist firms in implementing governance measures.

The EBA is proposing to amend its guidelines on internal governance to reflect the outcomes of the EBA peer review
on governance frameworks.

Forward look & supervisory priorities: Firms can expect supervisors to test the robustness of their governance
arrangements in practically every supervisory interaction, regardless of the specific theme or topic under review.

How has the FCA changed its approach to non-financial misconduct (NFM)?
The FCA has tightened up and, in some senses, narrowed its rules around NFM from its original proposals.

It has aligned the definition of NFM more closely to the statutory definition of harassment under employment law
but clarified its application in relation to other behaviours — like discrimination legislation. Therefore, firms need to
apply the FCA definition of harassment and discrimination to the fitness and propriety of staff.

The FCA has confirmed that respect of NFM is primarily considered for conduct rules breaches and other regulatory
obligations, and colleagues are also likely to apply to financial services firms.
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What are firms finding most challenging about implementing the FCA's expectations around non-financial
misconduct?

Decisions about bullying and harassment cases are very complex, fact-specific and judgment-based.
Firms are already working to address workplace culture issues — including conduct risk management,
whistleblowing, and harassment policies — but the FCA's expectations require firms to go further.

Understanding the link between NFM and fitness and propriety assessments is critical. Firms need to ensure they
have robust processes for investigating allegations and making decisions that are consistent and defensible.

Another challenge is creating a framework that raises awareness, consistency, and confidence in managing NFM
cases. Many firms grapple with considering the new rules.

How can firms best combine their obligations around NFM with initiatives on their culture and diversity and
inclusion?

The way a firm deals with NFM goes to the heart of its culture and inclusion initiatives.

Firms should integrate NFM into their broader cultural frameworks, proactively train and educate all staff, and put
in place clear policies and procedures.

This approach helps firms manage risks and demonstrate to regulators how their policies address this area.

ESG & Sustainable Finance

“We are on a journey from impact to value — with firms looking to protect enterprise value and identify new
sustainability-related commercial opportunities.”

Increasing pressure to support growth and international competitiveness has meant publication of fewer new
sustainability-related rules and focus on simplification of existing requirements. Now that some requirements are
mature and reasonably well embedded, firms can consider a strategic approach to sustainability — not just as a
compliance exercise but as a driver of commercial value.

Wider Context

e The broader sustainability environment is challenging, and it can be difficult for firms, particularly those
with cross-border activities, to navigate increasingly diverse global expectations.

e Firms need to balance regulatory compliance with strategic objectives and consider how they want to
shape their sustainability narrative.

e The UK and EU remain committed to sustainability objectives, but firms should anticipate differences in
the growth and maintenance of competitiveness across jurisdictions.

e Firms should also expect regulators to continue focusing on greenwashing risks and the integrity of ESG-
related disclosures.

Regulatory Impact Score
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e October 2024:7.9
e March 2025:7.9
e QOctober 2026: 8.0

Key observations:

e Regulatory policy flow has slowed, and there is more emphasis on simplifying and refining existing
requirements rather than introducing new ones.

e Firms should expect continued regulatory focus on sustainability, but with more clarity and alignment
across jurisdictions.

Supervisory intensity: Moderate, increasing
Global alignment: Moderate, diverging

ESG ratings: The FCA has welcomed the government's legislation to bring ESG ratings providers within its
regulatory remit, to ensure the provision of transparent, reliable, and comparable ESG ratings. The new legislation,
which garnered broad industry support, will grant the FCA the necessary powers to regulate ESG ratings
providers. In anticipation, the FCA has been actively developing its regulatory regime. It plans to launch a
consultation on proposed rules before the end of 2025. The proposals, which will be informed by I0SCO's
recommendations will concentrate on four key areas: transparency, governance, systems and controls, and
conflicts of interest. The FCA also intends to issue guidance to assist firms in determining whether their activities
fall under the scope of the new regulation and if they will require authorisation.

ESG Risk Management; Regulators expect firms to have made demonstrable progress in the management of
climate and environmental risks as part of their broader ESG risk management frameworks. The ECB's 2024 SSM
and EBA guidelines emphasize scenario analysis and stress testing for climate-related risks.

Firms should integrate ESG risks into their risk management frameworks, including governance structures,
internal policies, and disclosures on biodiversity risk.

Financial institutions are expected to assess the link between climate risk and credit risk and adopt a proactive
approach to managing these risks.

Accounting for IFRS 9 ECL: The PRA's latest thematic feedback to PRA-regulated deposit takers focused on IFRS
9 expected credit losses (ECL) included a key focus on enhancing capabilities to quantify the impact of climate-
related risks. The Dear CFO letter welcomed the progress made to improve capabilities to capture climate risks in
ECL processes, despite data limitations. The PRA encourages firms to continue to enhance the way they identify,
assess and model climate risk drivers that could affect ECL, in line with existing supervisory expectations. It also
flags the updated supervisory expectations in CP10/25, noting that it expects firms to take into account of these
once finalised.

Greenwashing and Corporate Responsibility

Regulators are placing greater emphasis on clearer communications under the FCA's anti-greenwashing rule. This
includes ensuring that sustainability claims are accurate, substantiated, and not misleading.

Firms should review marketing materials, product disclosures, and ESG statements to ensure compliance.
Corporate responsibility is increasingly linked to sustainability performance, requiring firms to demonstrate
alignment with ESG principles across their operations.

EFRAG consultation on revised ESRS exposure drafts: EFRAG consulted until 29 September on revised and
simplified European Sustainability Reporting Standards (ESRS) developed under the Omnibus initiative to reduce
reporting complexity. The consultation proposed to cut mandatory data points by 57%, remove voluntary
disclosures and introduce cost-relief mechanisms for smaller entities. It also clarified double-materiality
assessment guidance. EFRAG will deliver final advice to the Commission by 30 November.
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Voluntary sustainability reporting standard for SMEs: The Commission has recommended adoption of a Voluntary
Sustainability Reporting Standard for small and medium sized enterprises (VSME). This would offer SMEs outside
the scope of the Corporate Sustainability Reporting Directive (CSRD) a simplified, more proportionate framework
for meeting data requests from banks, investors and large counterparties. The standard would act as a “value-
chain cap”’, reducing excessive information demands while supporting SME access to finance. The
recommendation is an interim step pending formal adoption of a delegated act under the Omnibus sustainability
initiative.

Reports to support SME sustainability reporting under VSME: EFRAG has published two new reports designed to
assist Small and Medium-sized Enterprises (SMEs) in applying the Voluntary Sustainability Reporting Standard for
SMEs (VSME). The first report focuses on practical support for SMEs aiming to report their Greenhouse Gas
(GHG) emissions under the VSME. It maps 100 digital tools, such as GHG calculators and geolocation tools. The
report includes a comparative analysis of shortlisted GHG calculators that met specific criteria, offering direct
assistance to SMEs for VSME-based GHG reporting. The second report provides an overview of 223 platforms
and initiatives for SME reporting, comparing those that met specific criteria and completed a self-assessment for
VSME alignment.

EU Taxonomy: The Commission has adopted measures to simplify EU Taxonomy reporting from 1 January 2026.
Companies will be exempt from assessing non-material activities (<10% of revenue, CapEx or OpEx) and will use
reduced KPI templates, cutting data points by 64% for non-financial and 89% for financial firms. Additional
adjustments streamline the Do No Significant Harm (DNSH) criteria and simplify Green Asset Ratio (GAR)
calculations. The Delegated Act is now being scrutinised by the EU Parliament and Council.

No-action letter on Pillar 3 ESG disclosures: The EBA has issued a no-action letter asking national supervisors not
to prioritise enforcement of certain Pillar 3 ESG disclosure requirements until it has finalised updates to the
relevant Implementing Technical Standards (ITS). The letter follows a May 2025 consultation, which proposed
simplifying reporting in line with the European Commission’s Omnibus initiative. Firms should continue preparing
for the final ITS submission to the Commission in Q4 2025 and review data-system readiness for expanded ESG
scope.

ESG product oversight and governance (POG): The EBA has consulted on revisions to its POG guidelines to
address retail banking products with ESG features and mitigate greenwashing risks. The proposals extend the
2015 POG framework to include ESG considerations within prudential and conduct supervision, reflecting
changes under the Capital Requirements Directive and Regulation. Revisions will require firms to incorporate ESG
risk into product design, governance, target-market identification and distributor information.

Climate factor for ECB collateral framework: From H2 2026, the ECB will apply a “climate factor” to its collateral
framework, adjusting valuations for non-financial corporate assets based on exposure to transition risks. The
measure aims to shield the Eurosystem from collateral depreciation linked to climate shocks, and align monetary
policy operations with climate objectives. Banks should anticipate haircuts on high-emission assets and review
collateral management strategies accordingly.

Integration of climate change into insurers’ risk assessments: EIOPA's latest monitoring exercise shows progress
in embedding climate-risk analysis within insurers’ governance and ORSAs but identifies inconsistent
methodologies and data gaps. Most firms now use climate scenarios and link findings to capital planning, yet
variance remains across jurisdictions. EIOPA will facilitate supervisory workshops to promote convergence.
Insurers should strengthen quantitative climate modelling and evidence how outputs inform strategic decisions.

Biodiversity risk: EIOPA's biodiversity risk report found that insurers are taking initial steps to identify nature-
related risks but that this is still limited to qualitative assessments. Roughly 20% of insurers now reference
biodiversity in ORSAs. EIOPA encourages industry-supervisor collaboration to develop data and scenario tools
linking biodiversity and climate factors.
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SFDR disclosures: The ESAs have published the findings of their latest annual review of entity- and product-level
disclosures of principal adverse impacts (PAls) under the SFDR. This year’s review found a general improvement
in the quality of information disclosed and some evidence that firms have taken on board previously published
good practice.

ESG ratings: ESMA has published its Final Report including final draft RTS under the Regulation on the
transparency and integrity of ESG rating activities. Three RTS have been revised:

e RTSon authorisation and recognition — removal or simplification of some information requirements.

e RTSon separation of business — requirement for physical separation of staff remains, however other
requirements such as requirements for network segmentation have been clarified or removed where they
were judged to impose excessive burden.

e RTSondisclosures — some elements have been revised to ensure they are practically achievable by ESG
rating providers, while others have been removed when it was judged they did not provide sufficient added
value for the burden that was imposed.

European Green Bonds Regulation: ESMA has issued its Final Report containing revised draft technical standards
(RTS and ITS) on the EU Green Bonds Regulation for submission to the European Commission for adoption. The
technical standards include criteria for:

e Assessing the appropriateness, adequacy and effectiveness of systems, resources and procedures

e Assessing whether the compliance function has the authority to discharge its responsibilities properly
and independently and for assessing the necessary resources, expertise and access to relevant
information

e Assessing the soundness of administrative and accounting procedures and internal control mechanisms
and the effectiveness of control and safeguard arrangements for information processing systems

e Assessing whether the information used when providing reviews is of sufficient quality and from reliable
sources

Reporting & Disclosures

The EU Omnibus “stop the clock” Directive in April 2025 delayed implementation of the second and third waves of
CSRD by two years, and EFRAG is due to deliver proposals for streamlining the ESRS to the European
Commission by 31 November.

UK government consultations on the UK SDS, assurance of sustainability disclosures, and transition plan
requirements continue.

The FCA has signaled plans to align with the ISSB Sustainability Reporting Framework, and the European
Commission is working on simplification measures.

ESMA's guidelines on ESG sustainability limits in fund names took effect on 21 May, requiring many fund
managers to review product naming.

SFDR remains under review, but firms should continue to identify environmentally sustainable investments as
defined by the SFDR, whether they make up funds or not.

Markets and Wider Sustainability
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With the EU regulation on ESG ratings set to apply from January 2026, ESMA will publish technical standards by
mid-2025.

The UK has launched consultations on ESG rating providers, signaling a move toward greater transparency and
accountability.

Firms should prepare for increased scrutiny of ESG ratings and methodologies, as well as updates from potential
regulators on ESG taxonomy and climate risks.

Opportunities

1. Challenging geopolitical conditions and uncertainty are leading many firms to step back from overt focus
on publicly disclosed transition targets in favor of a more holistic commercial approach. Increasingly
firms are looking to protect enterprise values and identify new sustainability-related opportunities.

2. Consolidation and simplification initiatives provide breathing space to revisit planning and consider
credible pathways to transition.

3. Continuing/escalating focus on climate/nature-related risks can introduce new opportunities for focus on
adaptation and resilience, including strengthening operational resilience to direct and supply chain risks.

Risks and Challenges

1. Geopolitical tensions and changing political priorities are creating a complex regulatory landscape. Firms
must navigate these complexities while also considering their own strategic direction.

2. Firms face risks from transition planning and disclosure requirements, which could create reputational
and regulatory challenges for those who fall behind.

3. Global operating frameworks should reflect progress in real terms, not just commitments, as regulators
and investors demand more evidence of delivery.

4. Firms need to ensure sustainability strategies do not constitute marketing statements alone but are
embedded into long-term business models.

How is the sustainability landscape changing?

e Atamacro level, we are seeing a continued reframing of the sustainability debate and policy
interventions.
Consolidation and simplification of initiatives, such as the review of the EU’s CSRD and ESRS standards,
continues to shape sustainability reporting — driving the setting of market-led initiatives such as the EU
Taxonomy and IFRS sustainability standards.

e The UK and other jurisdictions remain committed to sustainability frameworks, but firms operating
internationally, including the UK, are shifting towards adoption of the ISSB's standards.

How are firms responding to this shifting picture?

e Where five years ago there was a huge focus on impact and firms making big commitments, now firms
are pivoting to a more balanced view of sustainability and considering how that can drive opportunities,
de-risk operations, and protect enterprise value.

e Companies are looking down into their operations and supply chains to understand risks and resilience.
Firms are also reviewing their sustainability strategies and frameworks to ensure alignment with evolving
regulations.

e  With new sustainability standards being published, whether financial statements or transition plans, firms
are working to get there.
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What other trends are you observing?

e Thereis anincreased emphasis on trying to assess physical risk and protection as the trend for climate
disclosures continues.

e Firms are also increasingly considering biodiversity and nature-related risks as part of their ESG
strategies.
Many companies are revising their sustainability frameworks to align with commitments to 2050 and net
zero in the mix of how they get there.

Is there more that financial regulators can do?

The PRA has put the spotlight back on climate risks.

The EU is expected to issue more strong guidance on sustainability disclosures and transition plans.
The UK government has confirmed its commitment to deliver the UK's sustainability disclosure
requirements.

The FCA is consulting on UK listing rules and the development of its ESG governance framework is, as
yet, unproven, and will be interesting to watch.

Market Watch #84 and Q&A updates signal a shift from implementation to
optimization.

e Consistency, clarity, and collaboration are the guiding principles for UK EMIR reporting.
e Firms should:
o Strengthen internal controls.
o Engage in industry dialogue.
o Prepare for future schema changes and reconciliation enhancements.
e Regulators will continue to monitor, guide, and enforce to ensure high-quality data for systemic risk
oversight.

Regulatory Messages to Firms

e Accountability: Firms remain responsible for reporting accuracy, even when outsourcing.

e Governance: Strong oversight and reconciliation processes are essential.

e Engagement: Regulators encourage proactive communication and participation in industry forums.
e Data Quality: Central to supervisory priorities; poor quality will attract scrutiny.

e Adaptability: Prepare for incremental changes and evolving global standards.

Background:

e EVIA Note; FCA MarketWatch 84 on EMIR reporting; 050ctober2025

e following the publication of Market Watch 84 on EMIR Refit, we are pleased to invite you to a live-stream of
our breakfast briefing exploring what it means for firms

e With senior representatives from the Financial Conduct Authority and the Bank of England joining our panel,
this session offers a unique opportunity to hear directly from - and put questions to - the regulators on their
expectations and priorities for EMIR reporting in the months and years ahead.
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Tim Hartley; EMIR Reporting Director; Kaizen
Will Parry; Leading the Data Team in the Financial Market Infrastructure Directorate; Bank of England
3. Richard Kind; Technical Specialist; Financial Conduct Authority

1. Implementation Challenges & Resource Planning

¢ Interdependencies between EU and UK EMIR Refit:

o Firms that struggled with EU go-live had to divert resources, impacting UK implementation.

o Regulators urged firms to horizon scan and manage resources across global regulatory changes.
e  Soft Launch Approach:

o UK adopted a phased schema approach (relaxed schema for 6 months before final schema).

o Aim: Reduce complexity while maintaining clarity and consistency.
e Trade Repository Constraints:

o TRs faced challenges managing multiple schemas simultaneously.

o Industry split on preference for “big bang” vs phased implementation.

2. Firm Preparedness & Vendor Reliance

e QObservations:
o Most firms were well-prepared due to 18-month implementation window.
o Increased reliance on third-party vendors for reporting.
e Regulatory Position:
o Outsourcing is permitted, but responsibility for data quality remains with the reporting entity.
o FCA noted poor data quality from some vendors due to rushed testing and weak controls.
e Recommendations:
o Firms should:
» Maintain direct access to TR data.
= Conduct regular reconciliations for completeness and accuracy.
= Monitor vendor change management processes.

3. Errors & Omissions (E&Q) Reporting

o Current Statistics:
o FCAreceived 267 initial E&O notifications post-refit go-live.
e Regulatory Expectations:
o No fixed threshold for reporting; materiality is judgment-based.
o FCA prefers cautious approach—report more rather than less.
o ERO seen as positive indicator of governance, not a failure.
e Challenges:
o Lack of structured methodology for EQO forms; FCA exploring improvements and best practices.
o Potential use of AI/NLP tools to analyze free-text E&O submissions for systemic issues.
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4. Data Quality & Supervisory Engagement

e How Regulators Identify Issues:
o Reactive: E&O forms, firm outreach.
o Proactive: Data quality alerts, cross-validation with MiFID transaction reports.
e Industry Engagement Group:
o FCA and BoE confirmed continuation of UK EMIR Reporting Industry Engagement Group as BAU.
o Purpose: Provide clarity, address ambiguities, and improve consistency.

5. Q&A Updates - Key Clarifications
Technical ISIN

e Introduced to resolve challenges in reporting derivatives with underliers lacking ISINs.
e Use Case:

o For baskets or instruments without TOTV ISINs.

o Technical ISIN is a real ISIN but represents a scenario, not a specific instrument.
e Goal: Improve consistency without adding new fields or changing validation rules.

FX Swaps Reporting

e Clarification:

o If executed as a single swap instrument — report as one trade.

o If executed as two legs (near & far) — report as package transaction.

o Near leg (spot): Not reportable.

o Farleg (forward): Reportable; if both legs are forwards, report both with linkage.
e |mpact:

o Improves pairing/matching rates and data quality.

o No back-reporting required for trades prior to Q&A update.

6. Divergence Between UK & EU

e FCA acknowledged divergence is inevitable post-Brexit.
e Firms must comply with UK-specific guidance, even if EU rules differ.
e Regulators maintain dialogue with ESMA but prioritize UK clarity.

7. Future Outlook & Priorities for 2026

e Upcoming Changes:
o January 2026: Schema update for execution agent in margin field.
e Focus Areas:
o Improve pairing and matching rates.
o Support industry on phase two reconciliation.
o Enhance data quality controls and systematic checks.
e Global Harmonization:
o FCA & BoE active in Regulatory Oversight Committee (ROC) and CDD initiatives:
= UTl adoption.
=  UPIlimplementation.
= LEl consistency.
e Technology & Al:
o Exploring machine learning for anomaly detection and NLP for E&O analysis.
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o Emphasis on human-in-the-loop governance.
Questions submitted from the audience:

1. How does the FCA regard divergences between EU EMIR and FCA EMIR. |.e., if we change reporting due to
released Q&A for ESMA, should we make the same change for the FCA reporting if there has been no
additional UK guidance.

2. How do you suggest firms approach data quality issues in delegated models for reporting counterparties?

3. Ifaclient's LEl is inactive on the day of trading and is subsequently renewed in the GLEIF database a week
later, is the firm required to report the transaction that was executed during the period when the LEl was
inactive?

4. If a firm was to change their approach to FX swap reporting, should back reporting be undertaken for
transactions reported pre-Q&A

Proforma: Attendees will gain:

e Aclearer understanding of the FCA and Bank of England’s latest expectations on EMIR reporting data
quality

Insights into how Market Watch 84 signals a shift in supervisory focus and compliance expectations

Key actions to take to strengthen data quality and governance in response to the Market Watch

Audio Recording & Full Transcript: Transcript; Kaizen MW#84 Panel Discussion m4a; 20Nov2025.docx
Event URL: https://web-eur.cvent.com/hub/events/275deffc-d2cc-41fa-8f87-
612a41alel168/sessions/16dff6fe-7c73-4a9d-bf75-e92688d6ff30?magicTokenld=35ce0220-9b79-47d4-
aaf9-333bd70c4055&magicTokenVerificationld=db6087ca-88a5-4411-bf15-8d9b524634b7

The Accelerated Settlement Taskforce is thrilled to welcome HM Treasury’s draft Statutory Instrument and Policy
note published this morning.

EVIA | https:/survey.thevalueexchange.co/s3/25EUICT1-EVIA

e Thisis a key milestone in the UK’s journey to T+1 that seeks to convert the recommendations from our
Implementation Plan into law, including the all-important deadline of 11 October 2027 for firms to be
operating under T+1.

e The deadline for survey completion is 19 December 2025

e Toensure consistency and avoid duplication or misalignment in responses, we encourage participating

institutions to coordinate internally within their entity prior to submitting the survey. This alignment is

essential to reflect a unified institutional position and to support the integrity of the aggregated results.

Entities that are part of groups are invited to reply at an entity level.

Find out more about the process and next steps, visit the government website: https:/Inkd.in/e-7U8dMf

EUT1; Guidance-note; High-Level Implementation Readiness Survey; 28Nov2025.pdf - Many thanks for taking the
time to provide feedback to the EU T+1 Industry Committee.
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- As we move closer to the end of 2025, we are now starting to look ahead to 2026 and the next phase of
the securities industry’s preparations for the move to T+1 on 11" October 2027 - the ‘implementation
phase’.

- Now that the date of the transition to T+1 has been established in law, and that the relating requlatory
requirements are expected to become enforceable soon, optimal preparations at all levels of the trading
and settlement value chains across the EU are becoming crucial.

- To capitalize on the work the Industry Committee and wider securities industry have done this year
preparing for the move to T+1, the Industry Committee would like to assess the level of alignment with
the High-Level Roadmap recommendations. For more details on these recommendations and on the
wider work of the Industry Committee, please refer to the ‘Background’ section on page 4 of this briefing
note. Please also refer to our website www.eu-t1.eu for more information on the work of the EU T+1
Industry Committee.

- Todo this we are launching our first survey! This survey will be the first of a number of planned
monitoring initiatives over the next 2 years which we are conducting with the support of The
ValueExchange.

- Purpose of this Survey; This survey is not intended to ascertain market participants’ compliance with the
upcoming legal and regulatory requirements, but to evaluate the market's awareness and progress in
implementing the T+1 High-Level Roadmap recommendations four months after its publication on 30
June 2025.

- Structure of the Survey; Please note the following points to help guide your response:

o The survey is structured by roles and processes across the trade to post-trade lifecycle. Please
take care to complete the segmentation questions at the beginning to ensure you are directed to
the relevant questions and to ensure the feedback the Industry Committee gains, e.g., country,
sector, and process, are insightful and accurate.

o Toensure consistency and avoid duplication or misalignment in responses, we encourage
participating institutions to coordinate internally within their entity prior to submitting the survey.
This alignment is essential to reflect a unified institutional position and to support the integrity of
the aggregated results. Entities that are part of groups are invited to reply at an entity level.

o Ifyouare a CSD, ICSD, operator of a Securities Settlement System, including Central Banks,
please respond to Question 1 a"and ‘€ as a CSD.

o Throughout the survey we refer to the EU T+1 Industry Committee ‘High-level Roadmap’ and
encourage you to refer to this document to support your response.

o Each question, where applicable, will include the reference for the corresponding High-Level
Roadmap recommendation e.g. By when do you intend to ensure your settlement instructions are
submitted to reach the (I)CSD / Securities Settlement System by 23:59 CET on T+0? (Reference ST-
01.1)

o Asnoted above, T+1 in the European Union falls under the CSDR regulation. We therefore
encourage you to be familiar with the ESMA's Final Report on Amendments to the RTS on
Settlement Discipline (CSDR).

The ‘Adhere or Explain’ Principle; The High-Level Roadmap follows an "Adhere or Explain" principle. While

going through this survey, if you select "We do not intend to implement this recommendation” for any of the

questions, please consider providing a brief explanation on how you intend to comply with the T+1
settlement cycle requirements in the free-text box at the end of the survey, clearly referring to each of the
recommendation(s) you do not intend to implement. This information is crucial, as implementation
dependencies across institutions may impact broader market coordination and readiness.

Supporting Material; For participants in the Securities Financing Industry, we also refer you to two

publications which support market practice: ISLA (The International Securities Lending Association) ISLA

Best Practice - ISLA and ICMA (International Capital Markets Association) European Repo & Collateral

Council (ERCC) (most notably paragraph 2.21). However, please note that as the preparation for the move

to T+1 progresses, these materials will continue to be updated to reflect new deadlines and refinement to

market practice and should therefore be considered as important supporting materials for the Securities

Financing Industry in the lead up to T+1 on 11™ October 2027.
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Analysis of the responses and next steps; All responses will be received and processed by the
ValueExchange. Responses will be aggregated per industry sector, function, size and jurisdiction and any
combination thereof.

Navigating the Transition to T+1 in Europe: Five things you need to know; As Europe prepares to transition to T+1
we convened a panel of experts to explore the challenges, emerging opportunities and impact on buy-side firms.

What we heard is that Europe’s transition to T+1 in October 2027 will not only be far more complex than
the US move in May 2024, but potentially much more costly too. When it comes to T+1, preparing early
and thoroughly isn't just best practice — it's essential to mitigate risks and avoid costly missteps.

Here are the five things you need to know:

1: Alignment across the UK and EU will be critical

The T+1 transition will take place simultaneously across the UK, the EU, Switzerland and Liechtenstein,
and extensive preparation, coordination and collaboration will be required. Both the UK and EU have
published their T+1 plans and recommendations, with key similarities as well as notable differences in
each.

A successful shift to T+1 will depend as much on collaboration as it does on technology.

2: Firms must plan and budget for T+1 in 2026

Firms must plan for investments in technology enhancements, staffing, training, contingency and
automation to meet T+1 requirements.

Planning is key. While initial costs may be high, significant long-term operational benefits are expected.
3: Firms could face penalties and market fallout under new settlement rules

Firms should already be considering the range of their impacted operations — across the entire lifecycle
of the transaction — and understand both their own impacted processes as well as those of their
counterparties.

Firms not meeting T+1 standards risk financial penalties, client impact and reputational damage.

4: Europe is a complex financial landscape

Transitioning to T+1 settlement in Europe is far more complex than in the U.S., with a mosaic of market
structures, regulatory frameworks and operational practices.

Unlike the US, which benefits from a unified system, Europe comprises 27 jurisdictions and over 30 CSDs
— each with their own distinct legal, tax and operational requirements. Buy-side and sell-side firms across
Europe must coordinate efforts, making the transition even more challenging.

5: The UK and EU are set to launch joint T+1 testing in 2027

Testing is slated to begin in January 2027, with joint plans in place from the UK and EU. Firms are
encouraged to use this period to improve controls, address settlement issues, and optimize their
operations.

DTCC Consulting can help assess your current state, design new operating models, and determine the
impact on your technical architecture.
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Took Effect Last Month
November 15, 2025 EU The CRR 2 IMA reporting requirements for market risk will be

applicable from November 15, 2025 in the EU for banks who
apply for IMA. Please note that the FRTB capital
requirements in the EU will be delayed until the end of 2026.

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

30 days following a us Extension of relief concerning swap reporting requirements of
CFTC comparability Part 45 and 46 of the CFTC's regulations, applicable to certain
determination, or non-U.S. swap dealers (SD) and non-U.S. major swap
applicable participants (MSP) established in Australia, Canada, the
compliance date of a European Union, Japan, Switzerland or the United Kingdom,
CFTC action that is not part of an affiliated group in which the ultimate
parent entity is a U.S. SD, U.S. MSP, U.S. bank, U.S. financial
holding company, or U.S. bank holding company until the
earlier of: (a) 30 days following the issuance of a comparability
determination by the Commission with respect to the
Amended SDR Reporting Rules for the jurisdiction in which the
non-U.S. SD or non-U.S. MSP is established, and (b) the
applicable compliance date of a Commission action
addressing such obligations.
See CFTC Staff Letters No. 25-16, 20-37 and 22-14.
Revocation/expiration us Expiry of extension of relief concerning certain swap reporting
of the exemptive order requirements of Part 45 of the CFTC's regulations, applicable
or no-action letter to counterparties clearing swaps through derivatives clearing
'[')Sé%ed to the Relief organizations (DCOs) operating consistent with a CFTC
, Or CFTC action exemptive order or a CFTC no-action letter (Relief DCOs).
that renders the no
action position
inapplicable See CFTC Staff Letters No. 22-18 and 25-18.
Expires upon the us Relief for a reporting counterparty that fails to submit a swap

applicable compliance
date of CFTC action
addressing the
notification obligations
in Regulation
43.3(e)(1)(ii) and
45.14(a)(1)(ii).

data error correction notification, as per 43.3(e)(1)(ii) or
45.14(a)(1)(ii), with respect to an error if, at the time the
reporting counterparty initially discovers and assesses the
impact of an error, the reporting counterparty makes a
reasonable determination that the number of reportable
trades affected by the error does not exceed five percent of
the reporting counterparty’s open swaps for the relevant asset
class in swaps for which it was the reporting counterparty.

See CFTC Staff Letter No. 25-25.
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concerns enforcement
action only and does
not represent a legal
conclusion with respect
to the applicability of
any provision of the
CEA or the
Commission’s
regulations. Finally, as
with all no-action
letters, the CFTC retains
the authority to
condition further,
modify, suspend,
terminate, or otherwise
restrict the terms of this
relief, in their discretion.

December 01, 2025

This position remains in us On September 22, 2025, the US Commodity Futures Trading
effect from S_eptember Commission extended an existing no-action position
22,2025 until the later regarding the execution of MAT/Futures package
of the applicable transactions (Staff Letter No. 25-33).

effective date or

compliance date of a . -

Commission action The letter permits market parﬁmpants to exeoute
addressing the MAT/Futures packages without having to comply with the
statutory and regulatory trade execution requirement. In other words, market
requirements covered participants can execute MAT/Futures packages outside of a
by the no-action Swap Execution Facility (SEF) (i.e., off-SEF).

positions, as the

requirements apply to

MAT/Futures Package

Transactions

The CFTC's position us On September 12, 2025, the US Commodity Futures Trading

Commission issued Staff Letter No. 25-32, and approved an
Amended Order of Exemption from Registration as a
Derivatives Clearing Organization for JSCC.

As a result, eligible US customers will now be able to access
JSCC for clearing JPY-IRS under specified conditions, without
triggering registration obligations for JSCC's non-US clearing
members as Futures Commission Merchants or Commodity
Trading Advisors.

December 29, 2025

New FCA rules on post trade transparency and the Sl regime
take effect.

Earliest date of initiation of selection process for Consolidated
Tape for OTC derivatives under MiFIR

December 31, 2025

January 01, 2026

Annual compliance date for entities and investment funds to
comply with the margin requirements for uncleared
derivatives under Banco de Meéxico's Circular 2/2023 if
average (month-end) aggregate notional amount exceeds UDI
20 billion from March, April, and May 2024.

January 01, 2026

With regards to the final Basel Ill reforms in Singapore, the
output floor transitional arrangement of 60% will commence
from 1 January 2026.

EU

Expiry of the suspension of the BMR rules allowing EU
supervised entities to continue to use non-EU benchmarks.
Entry into application of the revised EU Benchmarks
Regulation.
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January 01, 2026 e Expiry of the two-year derogation from margin rules in respect
of noncentrally cleared over-the-counter derivatives, which are
single-stock equity options or index options.

January 01, 2026 us Under US Prudential Regulations only, initial margin
requirements 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

EU average (month
Switzerland | Initial margin requirements apply to counterparties whose
average (month-end) aggregate
Initial margin requirements apply to counterparties with an
UK average (month-end) aggregate notional amount from March,
April, and May 2025 exceeding GBP 8 billion.

January 04, 2026 EU Expiry of the two-year derogation from margin rules in respect
of 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, 2026 Expiry of the derogation from margin rules in respect of non-
centrally cleared over-the counter derivatives, which are
single-stock equity options or index options

March 1, 2026 us Three-month calculation period begins to determine whether
UK the average aggregate notional amount of derivatives for an
EU entity and its affiliates exceeds the lowest threshold for
Switzerland | application or revocation of initial margin requirements as of
Australia the next relevant compliance date of either
Canada
Hong Kong | September 1, 2026, or January 1, 2027 (EU/UK/CHF) or
South Korea | December 31, 2027 (MX). In the US, this calculation period
Singapore | only applies under CFTC regulations. In Mexico, it is only
Japan relevant to development banks and corporates. Brazil is daily
Brazil and all others are month-end calculation for March, April, and
Saudi Arabia | May average aggregate notional amount.
Mexico
South Africa
India
June 01, 2026 EU Commodity dealers as defined under CCR, and which have

been 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.
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June 01, 2026

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,
2027.

June 25, 2026

July 06, 2026

August 31, 2026

EU

Member States shall transpose ‘EMIR’ Directive amending
UCITS Directive, Investment Firm Directive and Capital
Requirement Directive as regards the treatment of
concentration risk arising from exposures towards CCPs.

New regulatory framework for commodity derivatives comes
into force in the UK.

South Korea

Expiry of the one-year extension of the exception for equity
options from the application of the FSS Margin guidelines.

September 1, 2026

us

Australia

Canada

Hong Kong

South Korea

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.
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Singapore

Japan

Saudi Arabia

South Africa

India

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 1.7 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.

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.

September 1, 2026

(*SEC Chair Atkins has
indicated that there will
be flexibility as to
timing)

Termination of the SEC’'s de minimis phase-in thresholds for
security-based swap dealer registration.

The phase-in termination date will be November 8, 2026,
absent Commission action. On this date, the de minimis
threshold for credit default swaps will become an aggregate
gross notional amount of no more than $3 billion, and for
security-based swaps that are not credit default swaps the de
minimis threshold will become an aggregate gross notional
amount of no more than $150 million. (See 87 Fed. Reg.
29986-29987 (May 17, 2022)).

November 8, 2026

us

Termination of the SEC’s de minimis phase-in thresholds for
security-based swap dealer registration. The phase-in
termination date will be November 8, 2026, absent
Commission action.
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December 31, 2026

On this date, the de minimis threshold for credit default swaps
will become an aggregate gross notional amount of no more
than $3 billion, and for security-based swaps that are not
credit default swaps the de minimis threshold will become an
aggregate gross notional amount of no more than $150
million. (See 87 Fed. Reg. 29986-29987 (May 17, 2022)).

December 31, 2026

Expiry of the temporary Intragroup Exemption Regime (TIGER)
from clearing and margin requirements

us

December 31, 2026

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.

December 31, 2026

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.

us

January 1, 2027

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

Singapore

January 1, 2027

With regards to the final Basel Ill reforms in Singapore, the
output floor transitional arrangement of 65% will commence
from 1 January 2027.

Brazil

January 1, 2027

Brazil postponed the application of BCB 470 (SBM)
component of FRTB SA until January 2027.

January 01, 2027

FRTB implementation delayed to January 2027.

January 24, 2027

Expected implementation of the Basel 3.1 standards.
Following the recent PRA consultation on Basel 3.1 published
on 15 July 2025, the FRTB IMA approach would be delayed to
1 January 2028 (while all the other remaining elements of the
Basel 3.1 framework would apply at the start of 2027).

Canada

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.
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June 30, 2027

All 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 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

August 12,2027

January 1, 2028

January 1, 2028

January 1, 2028

January 1, 2028

January 1, 2028

January 1, 2028

June 30, 2028

EU

Singapore

Singapore

Singapore

China

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.

With regards to the final Basel Il reforms in Singapore, the
output floor transitional arrangement of 70% will commence
from 1 January 2028,

With regards to the final Basel Ill reforms in Singapore, the
output floor transitional arrangement of 70% will commence
from 1 January 2028,

With regards to the final Basel Ill reforms in Singapore, the
output floor transitional arrangement of 72.5% will commence
from 1 January 2029,

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

68



https://www.sec.gov/files/rules/final/2025/34-102487.pdf

European
Venues &
Intermediaries
Association

o

London
/ S Brokers'
@ Association

January 1, 2029

November 5, 2029

performed its tiering assessment, with LME becoming a Tier 1
CCP whereas ICE and LCH are considered Tier 2 CCPs.

oE1ole] =B \\/ith regards to the final Basel Il reforms in Singapore, the
output floor transitional arrangement of 72.5% will commence
from 1 January 2029.

us Securities and Exchange Commission (SEC) extension of
relief for Regulation SBSR to allow a security-based swap
dealer to report security-based swaps in a manner consistent
with the swap reporting rules of the Commodity Futures
Trading Commission (CFTC) until November 5, 2029.

See https:/www.sec.gov/files/rules/final/2025/34-
102886.pdf

FMSB Publications

FMSB Key Industry Engagements: January to December 2024

Starling Trust Sciences | How are
Standard Setting Bedies changing
Banking for good? The view from
Standard Setting Bodies' Webcast
Myles MeCuinness
& Ted Macdonald

Market Abuse and Market
Manipulation Summit Panel:

Latest developments in Association of Corporate The Conduct Forum
market manipulation Culture & Conduct Treasurers (ACT) (Oliver Wyman) -
enforcement Deep Dive Annual Conference Financial Services
Chriz Rich Ted Macdonald Chiris Rich Chris Rich

a@@@@é@@ae

Podcast: ACCA NAB C&IB Markets Conduct Fixed Income Leaders’ The Investment Association Presentation to
Insights Episode 8: Forum wf Financial Markets Connect: Evolving industry Fixed Income Traders AFME MSETF
Risk Culture: Conduct Standards Board (FMSB) standards - Pre-hedging & Committee Mimi Yan
and Culture Mi Myles McCGuinness, Chris Rich Client Onbeoarding Chris Rich
Ted MacDenald & Ted Macdanald Chiris Rich
Starling Accelerated FCA Roundtable - Culture and AFME's 8th Annual European Sibos Beijing -
Compendium Settlement in the Nen-Financial Misconduct Survey Compliance and Legal Conference. Hype or hope?
Launch UK Conference Myles McGuinness Panel : The Culture Journey TH reality check
Myles McGuinness Mimi Yan & Ted MacDonald Ted MacDanald Mimi Yan

Fixed Income Leaders' Summit (Boston) - GFXC Panel on Studies on AMCC Steering Group - Q&A Webinar | FMSB publishes X¥LoD Global

Opening remarks and Chair of day three Pre-hedging Practices Inaugural Meeting Transparency Draft of Standard for Ted MacDanald

Myles McCuinness Myles McGuinness Myles MeGuinness Sharing of Standard Settlement
City & Financials'; Financial Services & Chris Rich Inst_rucllons

Investigations and Enforcement Summit - LMA Sustainability Mirm van
Fireside chat: Wholesale markets focus: latest Committee
developments in market abuse and other risks Chris Rich

Chiris Rich

Future of financial markets; September 2025

2025 Workplan; August 2025 update

FMSB-SoGP; Unauthorised trading Frameworks;

25July2025.pdf

Annual Report 12 May 2025
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FMSB Annual Report 2024

Standard for Sharing of Standard Settlement
Instructions (SSIs) — Change request log
Uncleared Margin for OTC Derivatives
Statement of Good Practice Governance of
sustainability-linked products

Standard for Sharing of Standard Settlement
Instructions (SSIs)

Statement of Good Practice for Front Office
Supervision of Wholesale Traded Markets
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

LEBA

Spotlight Review

Statement of Good Practice

Standard

Statement of Good Practice
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
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08 May 2025
01 May 2025

30 April 2025

27 January 2025

08 January 2025

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
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https://fmsb.com/wp-content/uploads/2024/02/20240221_Standard-for-COB-Document-List.pdf
https://fmsb.com/wp-content/uploads/2023/09/Precious-Metals-Compendium-Final.pdf
https://fmsb.com/wp-content/uploads/2023/07/FMSB-Conduct-and-Culture-MI-Report-July-24-2023.pdf
https://fmsb.com/wp-content/uploads/2023/07/PM-Data-and-Transparency_FMSB-Spotlight-Review-12072023.pdf
https://fmsb.com/wp-content/uploads/2023/07/PM-Data-and-Transparency_FMSB-Spotlight-Review-12072023.pdf
https://fmsb.com/wp-content/uploads/2023/06/FMSB-Spotlight-Review-3-Lines-Model-and-Risk-Register.pdf
https://fmsb.com/wp-content/uploads/2023/06/FMSB-Spotlight-Review-3-Lines-Model-and-Risk-Register.pdf
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https://fmsb.com/wp-content/uploads/2022/06/FMSB_SGP_Draft_Trading_Platforms2_FINAL.pdf
https://fmsb.com/wp-content/uploads/2022/06/FMSB_SGP_Draft_Trading_Platforms2_FINAL.pdf
https://fmsb.com/wp-content/uploads/2022/06/FMSB-Spotlight-Review-June-2022.pdf
https://fmsb.com/wp-content/uploads/2022/05/22974_BCA_Report_2022_Interactive.pdf
https://fmsb.com/wp-content/uploads/2021/09/Spotlight-Review-%E2%80%98Hybrid-working-in-FICC-markets-%E2%80%93-Future-risk-management-frameworks-.pdf
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Annual Report 2022 Annual Report 02 June 2021
Precious Metals Market Structure Spotlight Review 18 November 2021
Standard on use of Term SONIA reference rates  Statement of Good Practice 28 July 2021
LIBOR Transition: Case Studies Spotlight Review 20 April 2021
Standard for the execution of Large Trades in Staternent of Good Practice 06 May 2021
FICC markets
Measuring execution quality in FICC markets Spotlight Review 07 September 2020
Emerging Themes: Algorithmic Trading Spotlight Review 23 April 2020
l\/lomtprmq FIQC markets and the impact of spotlight Review 03 August 2020
machine learning
Conflicts of Interest Statement Statement of Good Practice 14 October 2019
Monitoring Written Communications Statement of Good Practice 15 September 2017

Capital Markets and Market Structure

SOVEREIGN AND OTHER PUBLIC BONDS
Issue DEFERRALS
Asset Class Issuer size Maturity Real-Time LIS 1(1Day) 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, = £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%
2 £2hn
Sovereign and <=£1m >£1m >£5m >£25m
Munici gl Bond All All
unicipal Bonds 74% 7% 82% 12% 93% 32% 73% 68%
<g2bn
<=£1im >€Im >£2.5m >£10m
TOTAL 75% 13% 88% 33% 99% 94% 9% 6%
CORPORATE BONDS
T DEFERRALS
u
AssetClass Currency size IG/HY Real-Time LIS 1 (1 Day) LIS 2 (2 Weeks) 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 & <=£1im >£1im >£2.5m >£10m
Other Bonds All other instruments 76% 24% 97% 60% 99% 81% 1% 19%
<=£0.5m > £0.5m > £2.5m >£10m
TOTAL 84% 28% 97% 54% 99% 75% 1% 25%
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Benchmarks, RFRs & LiBOR Transition

ESMA page concerning Benchmark Administrators:

e ESMA is the supervisor of administrators of EU critical benchmarks, and of third-country
administrators recognised in the EU. Starting 1 January 2026, ESMA will be the single entry
point for all third country benchmarks administrators in the EU, and will be in charge of
supervising both third country recognised and endorsed benchmarks. ESMA is also
responsible for promoting the consistent implementation of the Benchmarks Regulation
across the EU, using a variety of policy tools.

Benchmark review ‘ ESMA

Timeline
ns
: By 30 September 2026
ihe arks
n ill be
e ister
re

l As of 1 January 2026

Entry into application of the
d BMR

31 December
End of BMR trar

Before 1 October 2025

e The Benchmarks Regulation aims to protect consumers and investors exposed to
benchmarks, thanks to greater transparency and rigorous oversight over the provision of
benchmarks in the EU.

e The scope of the Benchmarks Regulation is broad. It includes three categories of benchmarks:
critical, significant, and non-significant benchmarks, with critical benchmarks subject to
stricter rules. The Benchmarks Regulation includes also specific rules for commodity
benchmarks and interest rates. In November 2019, two new categories of benchmarks were
included: EU Climate Transition and EU Paris-aligned benchmarks.

e InMay 2025, the amended Benchmarks Regulation was published in the Official Journal. The
revised rules aim to strike a balance between reducing the regulatory burden on administrators
and users of benchmarks which are non-significant in the EU, while still safeguarding the
integrity, robustness and reliability of the benchmarks in scope in order to ensure a high level
of consumer and investor protection. Starting January 2026, the scope of the regulation will
include only critical or significant benchmarks, as well as EU Climate Transition and EU Paris-
aligned benchmarks and certain commodity benchmarks (subject to Annex Il of the
Regulation).

e Benchmarks provided from outside the EU that remain in scope of the Regulation can be
offered in the EU market under one of the following BMR regimes for third-country
benchmarks: equivalence, recognition or endorsement.

e Further to the reduced regulatory scope, the review of the Benchmarks Regulation has also
extended ESMA's supervisory competences. Specifically, in addition to supervising recognition,
starting 1 January 2026, ESMA will be in charge of supervising the EU administrator endorsing
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third country benchmarks, which would result in a single entry point for all third country
benchmark administrators in the EU. Moreover, when that endorsing EU administrator provides
benchmarks which are in scope of the Regulation, ESMA will also be responsible for the
supervision of these benchmarks.

e From 1 January 2022, ESMA became the supervisor of the existing administrators of EU
critical benchmarks and recognised third-country benchmark administrators. Since 1 January
2022, ESMA is also responsible for authorising any new administrators of EU critical
benchmarks and recognising third-country benchmark administrators. ESMA's supervision for
benchmarks administrators is risk-based, outcome-based and data-driven.

e Critical benchmarks fall in two categories. Those that are critical across the EU (EU critical
benchmarks) or they are critical in one Member State (national critical benchmarks). The list of
all critical benchmarks is available here. The national competent authorities are responsible for
the supervision of the administrators providing national critical benchmarks in their respective
country. ESMA is responsible for the supervision of the EU critical benchmarks. Currently, the
only EU critical benchmark is EURIBOR, administered by the European Money Markets Institute
(EMMI). In July 2019, EMMI was authorised as administrator of EURIBOR under the
Benchmarks Regulation by the Belgian Financial Services and Markets Authority (FSMA). On 1
January 2022, the supervisory responsibilities over EMMI were transferred from the FSMA to
ESMA.

e ESMA is also responsible for the supervision in the EU of third-country benchmark
administrators that are recognised under BMR. You can find in ESMA's register the list of the
administrators and third-country benchmarks that are supervised by ESMA.

¢ Recognition of third-country benchmark administrators;

o If an administrator, located in the Union and authorised or registered in accordance
with Article 34 of the Benchmarks Regulation, wishes to endorse third country
benchmarks in scope of the Regulation, then it has to apply for endorsement with
ESMA starting 1 October 2025. Before 1 October 2025, endorsement applications
should be submitted to National Competent Authorities. Article 33 of the Benchmarks
Regulation requires the applicant to provide all information necessary to satisfy ESMA
that, at the time of application, all the conditions for endorsement referred to in Article
33(1) of the Benchmarks Regulation are fulfilled.

o The specific timelines for both the completeness and the compliance assessments are
defined:

o For authorisation or registration applications, in Article 34(5) and Article 34(6) of the
Benchmarks Regulation.

o Forendorsement applications, in Article 33(3) of the Benchmarks Regulation.

o Administrators interested in applying for endorsement can reach out to ESMA by email
(Supervision-BMR@esma.europa.eu).

e Equivalence - Commission implementing decisions

o The equivalence regime applies at jurisdiction level, and it is driven by an assessment
by the Commission. When the Commission adopts an equivalence decision, stating
that the regulatory framework of a third-country is equivalent to the EU BMR, ESMA
establishes cooperation arrangements with the competent authority of that third
country.

o The following are the equivalent decisions adopted by the Commission under BMR and
the corresponding cooperation arrangements between ESMA and the third country
authorities.
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o B Australia

o ™= Singapore

e Cooperation arrangements (MoUs) with third country authorities

o [BA Australia

o ™= Singapore

o EIE UK (recognition); UK (EU critical benchmarks)

e ESMA started publishing a register of administrators and third country benchmarks on
3 January 2018, in accordance with Article 36 of the Benchmarks Regulation (BMR).
o Asof 1 January 2026, the EU Benchmark Register on ESMA's website will be updated
in accordance with Regulation (EU) 2025/914, amending Article 36 of the BMR, to
include the following:

“the identities, including, where available, the legal entity identifier (LEI), of

the administrators authorised or registered pursuant to Article 34 and the
competent authorities responsible for the supervision thereof;

the identities, including, where available, the LEI, of administrators that comply
with the conditions laid down in Article 30(1), the list of benchmarks, including,
where available, their International Securities Identification Numbers (ISINs),
referred to in Article 30(1), point (c), and the third country competent
authorities responsible for the supervision thereof;

the identities, including, where available, the LEI, of the administrators that
acquired recognition in accordance with Article 32, the list of benchmarks,
including, where available, their ISINs, provided by those administrators which
may be used in the Union and, where applicable, the third country competent
authorities responsible for the supervision thereof;

the benchmarks, including, where available, their ISINs, that are endorsed in
accordance with the procedure laid down in Article 33, the identities of their
administrators, and the identities, including, where available, the LEl, of the
endorsing administrators;’

the benchmarks, including, where available, their ISINs, subject to

a statement published by ESMA or a competent authority pursuant to Article
24(2), and hyperlinks to such statements;

the benchmarks, including, where available, their ISINs, subject

to designations by competent authorities notified to ESMA pursuant to Article
24(3) or (7), and hyperlinks to such designations;

the benchmarks, including, where available, their ISINs, subject to designations
by ESMA, and hyperlinks to such designations;

the benchmarks, including, where available, their ISINs, subject to public
notices issued by ESMA and competent authorities pursuant to Article 24a(6),
and the hyperlinks to such public notices;
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» thelist of EU Climate Transition Benchmarks and EU Paris-aligned
Benchmarks, including, where available, their ISINs, available for use in the
Union
» thelist of critical benchmarks, including, where available, their ISINs;
» the list of commodity benchmarks subject to Annex Il available for use in the
Union, including, where available, their ISINs.;"
In addition, according to Article 51(4c), administrators of benchmarks that on 31
December 2025 were included in the register referred to in Article 36 as authorised,
registered, recognised or endorsing administrators, shall retain that status until 30
September 2026.
This update ensures that all EU and third-country benchmarks falling under the scope
of the BMR will be listed on the ESMA register, with clear indication of whether they are
critical, significant, EU Climate Transition Benchmarks, EU Paris Aligned Benchmarks
or Commodity Annex Il Benchmarks.
Under the amended Benchmarks Regulation, a supervised entity located in the EU may
use a benchmark in scope of the BMR if it is included in the ESMA register
(notwithstanding the transitional period on third country benchmarks ending
315t December 2025).

e Level Il and Level lll measures

@)

The Benchmarks Regulation empowered ESMA to develop Regulatory Technical
Standards (RTS) and Implementing Technical Standards (ITS). Furthermore, the
European Commission requested ESMA to provide technical advice for the adoption of
Commission delegated acts. A full overview of the Implementing and Delegated Acts
on the Benchmarks Regulation is available here.

ESMA has also used its different policy tools and has already

issued guidelines, Q&As, supervisory briefings, and briefings on various topics related
to the Benchmarks Regulation, to promote a consistent and convergent application of
the requirements across the EU.

¢ ESMA publishes a list of National Competent Authorities responsible for carrying out the
duties under the Benchmarks Regulation at national level.
e EURIBOR college & Working group on euro risk-free rates

O

@)
@)

As the supervisor of Euribor administrator, EMMI, ESMA is the Chair of the Euribor
College of Supervisors. The College is composed, alongside ESMA, of the national
competent authorities responsible for the supervision of the banks contributing to
Euribor as well as the national competent authorities of Member States in which
Euribor plays a critical role.

Between May 2021 and December 2023, ESMA was the secretariat of the working
group on euro risk-free rates. The working group on euro risk-free rates was a private
sector working group established in 2017 by ESMA, European Central Bank (ECB),
European Commission and the Belgian Financial Services and Markets Authority
(FSMA). The working group is now discontinued.

More information in the dedicated section.
https://www.esma.europa.eu/benchmark-providers/working-group-euro-risk-free-rates

(https://www.esma.europa.eu/esmas-activities/investors-and-issuers/benchmark-administrators)
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Financial Markets Infrastructure

Transaction Reporting

Accelerated Settlement; EUT1 & UK ASC

The Accelerated Settlement Taskforce is thrilled to welcome HM Treasury’s draft Statutory Instrument
and Policy note published this morning.

This is a key milestone in the UK's journey to T+1 that seeks to convert the recommendations
from our Implementation Plan into law, including the all-important deadline of 11 October 2027
for firms to be operating under T+1.

Find out more about the process and next steps, visit the government website: https://Inkd.in/e-
7U8dMf

20251027 EUT1-ITC Summary of Conclusions; The meeting focus on the updates from co-Chairs the

three active Task Forces, on SSls, SFTs and Partial Settlement Market Practice.

The Testing Task Force co-Chair presented himself and informed of setting up the Testing Task
Force. The Testing TF aims to deliver the testing methodology by end of Q1 2026.
Q4 2025 Priorities
Priorities for the fourth quarter of the year will include:

1. Agree on the feedback and results of the three task forces and on the follow-up

2. Develop and publish an addendum to High-level Road map to provide details for certain
recommendations

3. Develop and publish the T+1 User Manual

4. Launch a dedicated website for EU T+1 IC

5. Setup a T+1 testing taskforce that will report to the T+1 Industry Committee

6. Develop and launch a Market Readiness Survey
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Navigating the Transition to T+1 in Europe: Five things you need to know; As Europe prepares to
transition to T+1 we convened a panel of experts to explore the challenges, emerging opportunities and
impact on buy-side firms.

e What we heard is that Europe’s transition to T+1 in October 2027 will not only be far more
complex than the US move in May 2024, but potentially much more costly too. When it comes
to T+1, preparing early and thoroughly isn't just best practice — it's essential to mitigate risks
and avoid costly missteps.

¢ Here are the five things you need to know:

¢ 1: Alignment across the UK and EU will be critical

e The T+1 transition will take place simultaneously across the UK, the EU, Switzerland and
Liechtenstein, and extensive preparation, coordination and collaboration will be required. Both
the UK and EU have published their T+1 plans and recommendations, with key similarities as
well as notable differences in each.

e A successful shift to T+1 will depend as much on collaboration as it does on technology.

e 2:Firms must plan and budget for T+1 in 2026

e Firms must plan for investments in technology enhancements, staffing, training, contingency
and automation to meet T+1 requirements.

e Planning is key. While initial costs may be high, significant long-term operational benefits are
expected.

e 3:Firms could face penalties and market fallout under new settlement rules

e Firms should already be considering the range of their impacted operations — across the entire
lifecycle of the transaction — and understand both their own impacted processes as well as
those of their counterparties.

e Firms not meeting T+1 standards risk financial penalties, client impact and reputational
damage.

e 4:Europe is a complex financial landscape

e Transitioning to T+1 settlement in Europe is far more complex than in the U.S., with a mosaic of
market structures, regulatory frameworks and operational practices.

e Unlike the US, which benefits from a unified system, Europe comprises 27 jurisdictions and over
30 CSDs — each with their own distinct legal, tax and operational requirements. Buy-side and
sell-side firms across Europe must coordinate efforts, making the transition even more
challenging.

e 5:The UK and EU are set to launch joint T+1 testing in 2027

e Testingis slated to begin in January 2027, with joint plans in place from the UK and EU. Firms
are encouraged to use this period to improve controls, address settlement issues, and optimize
their operations.

e DTCC Consulting can help assess your current state, design new operating models, and
determine the impact on your technical architecture.

The next stage of the global transition to T+1 settlement has been reached with the publication of the
Interim Report and draft recommmendations of the UK Accelerated Settlement Taskforce (AST)
Technical Group. We examine the impact across the financial industry.
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To meet this call though, activity will need to be initiated soon by firms, to understand their processes
and technology better (when was the last time that the processes were actually reviewed?) and prepare
for changes. The move to T+1 doesn't trigger any new volume of trades, but some of its implications
and recommendations means that internal flows will increase, prioritisation of exceptions will be more
important and there will be some systematic changes to how the market works (notifications for
example). Firms will need to think about these now and challenge the implication that this will be easy.

Scope:

The AST Technical Group has been clear on the scope, reviewing and narrowing down the list of
impacted securities. This is a valuable step as one of the challenges that dogged the US T+1 move was
the delays in confirming the scope, only agreed months before the due date. This upfront approach
allows firms to understand and plan their approaches based on a well-defined product scope.

Particularly interesting is the requirement for ‘safe harbours’ for those securities that are traded in the
UK but settle outside the UK. These are interesting for three reasons. The first is the requirement for
venues and CSDs (and participants) to differentiate these securities and treat them differently. The
second is that the regulators will have to carve out (via secondary legislation) new rules to ensure that
this happens. The third reason is the implication that if Europe moves at the same time as the UK,
much of that activity would be rendered moot and no longer required.

Essentially though the taskforce lays out its stall neatly. Consultation is in progress, but there is little to
fault the taskforce in setting expectations to all parties, regulator, venues and participant alike.

Timelines:

As ever the devil lies in the detail here — the final report will need to be clearer on dates, but the
recommended end date of the transition remains 2027. Whilst generous (you will recall the US gave
themselves 15 months), this time will swiftly disappear as regulators agree changes, firms understand
the implications and prepare for the change and plan testing and go-live.

However, research in the US shows that it is far from over for US T+1 projects, with some reports
showing at least 25% of T+1 projects ending in 2025 or later. The spectre of planning cycles in firms,
plus the challenge of resourcing means that firms should prepare for this soon — if only to understand
the impacts on operations and technology and secure the funding for projects.

The recommendations:

There's much here, from ensuring that there continues to be coordinated industry input over the
changes required, to more detailed references to activities in firms themselves. What is clear though is
the understanding of the differences between a T+1 in US markets to one in the European and UK
markets.

What to do now?

Regulators will be key in helping define the solution and getting momentum behind the transition, and
the report makes it clear what the taskforce thinks this is, without demanding that every action in firms
be monitored. Codes of conduct and the ‘'soft’ power of the regulator will probably be the key here, with
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the threats inherent in “Dear CEO letters” that have driven positive activity elsewhere such as LIBOR
transition.

Associations are given activities too, from how they interact with members (we assume they're
extremely busy gathering feedback as we write) but critically much of the change is left in their hands
around driving market practice. In a positive way this shows the importance the UK market has on
consensus as a tool to change behaviour — firms don't have to do it this way, but the associations will
help drive better (and swifter) behavioural change in the market and make sure that it remains
competitive, without the need for heavy handed regulatory rulings.

FMI has a great deal to think about and are specifically targeted by several recommendations. Their role
is at the heart of this, from venue to CSD, and changes to rules, processes, policies and technology will
need to be in place and absorbed by participant firms. This means that they are first in the line for
understanding and delivering the key changes required to make T+1 successful as some of their
changes may trigger participant changes in response. There is also a role to play here in strengthening
the role of data providers — delivering market wide identifiers and up-to-date static data will help
participants with the compression of the trade lifecycle.

Market participants changes obviously are key in the recommendations. From examining their
processes and technology to make sure they can absorb the compressed cycle, through understanding
the wider implications due to the UK market (collateral, securities lending, repo and FX), to
communication to the wider audience. This is going to be critical to success with the mainly exception-
based processes over STP systems that participants use and will challenge firms to maintain the high
STP rates necessary. A failure to do so will mean that firms have to deal with exponential demand on
operational resource.

Larger firms obviously have a lot to do, but smaller firms are also impacted — not least to ensure that
market practices are adhered to! No doubt many firms are already reviewing the recommendations and
preparing their response to the consultation. The standout from the US experience was the lack of
automation before go-live date due to lack of time leading to greater instances of remediation. So firms
should start reviewing, understanding impact and planning now irrespective of the final date. The
benefit, though, is that the changes are useful in themselves leading to greater efficiency, lower running
costs post tech implementation, better reporting leading to improved control and risk management.

Data protection, privacy and localization
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Securities Legislation & Private Markets

DLT, Tokenisation and Cryptoassets

Markets in Crypto-Assets Regulation (MiCA): https://www.esma.europa.eu/esmas-activities/digital-
finance-and-innovation/markets-crypto-assets-regulation-mica

e The Markets in Crypto-Assets Regulation (MiCA) institutes uniform EU market rules for
crypto-assets. The regulation covers crypto-assets that are not currently regulated by
existing financial services legislation. Key provisions for those issuing and trading crypto-
assets (including asset-reference tokens and e-money tokens) cover transparency,
disclosure, authorisation and supervision of transactions. The new legal framework will
support market integrity and financial stability by regulating public offers of crypto-assets
and by ensuring consumers are better informed about their associated risks.

Markets in Crypto-Assets Regulation — MiCA (¢ ESMA

Timeline Last

June 2023 October 2023 June 2024
MiCA Publication Censultation Package 2 Entry into application
n the OJEU oublication Title 1 and Title IV

. 2034

July 2023 Q12024 December 2024
Consultation Package 1 Consultation Package 3 Entry into application
pubtication pubtication Titles |4, W, VI,

Al, Digital finance, SupTech, RegTech & FinTech

80


https://www.esma.europa.eu/esmas-activities/digital-finance-and-innovation/markets-crypto-assets-regulation-mica
https://www.esma.europa.eu/esmas-activities/digital-finance-and-innovation/markets-crypto-assets-regulation-mica

European London
®
‘E \/ “ A o B & ey
Association @ Brokers'
[ ] [ J Association

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 provisions 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

European Commission proposes amendments to EU Al Act; On 79 November 2025, the European
Commission proposed a new Digital Package aimed at simplifying EU technology and data rules and
boosting business efficiency across Member States.

e The proposed Al Act-focused amendments include:

o Timeline adjustment for high-risk Al rules: The application of high-risk Al system
requirements is delayed:

= For Annex Il systems: 6 months after a Commission decision confirming
adequate compliance measures are available, or by 2 December 2027 at the
latest.

= For Annex | systems: 12 months after such a decision, or by 2 August 2028 at
the latest.

o Reduced registration burden: Removal of the obligation for providers to register high-risk
Al systems under Annex Ill where they meet the exemption under Article 6(3) (e.g.,
systems used solely for narrow procedural tasks).

o Legal basis for bias-related processing: Introduction of a new legal basis allowing
providers and deployers exceptionally to process special categories of personal data for
bias detection and correction, subject to safeguards and in compliance with data
protection rules.

o Market Surveillance and Enforcement: The Al Office (AlO) is confirmed to have exclusive
authority for Al systems based on GPAI models (where the same provider develops both
model and system), except for systems covered by Annex |. The AlO also oversees Al
systems integrated into very large online platforms and search engines
(VLOPs and VLOSEs) under the Digital Services Act.

o Shiftin Al literacy obligations: Replacing the obligation on providers and deployers to
ensure Al literacy under Article 4 with a requirement on the Commission and Member
States instead to foster Al literacy (for clarity, this does not impact the obligation on
deployers of high-risk systems to ensure necessary training for those with human
oversight over the Al system (Art 26(2)).

e Inlate 2025, the European Commission will send the Digital Omnibus proposals to the European
Parliament, where the Committees on the Internal Market (IMCO), Industry, Research and
Energy (ITRE) and Civil Liberties, Justice and Home Affairs (LIBE) will lead the review. From
January 2026, MEPs will debate and propose amendments, aiming to finalise a report by Q1.
After adoption in committee(s) and the full Parliament votes in plenary, trilogue negotiations
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between the Commission, Parliament, and Council are expected in spring 2026, with final
approval likely by mid-2026. An urgent procedure could fast-track adoption as early as Q1 2026,
though this would limit amendments and shorten consultation periods.

Digital Omnibus Update; On 79 November 2025, the European Commission presented its simplification
proposals aimed at the EU’s digital regulatory landscape (the Digital Omnibus).

e The Digital Omnibus comprises two parts: one on digital regulation including the EU Data Act
and GDPR, and another on the EU Al Act.

e On 19 November 2025, the European Commission presented its initial proposals aimed at
significantly simplifying the EU’s digital regulatory landscape. Although these proposals are at
an early stage and will be subject to the full EU legislative process, they represent the
Commission's intended approach to making Europe’s data rules more coherent and efficient,
while ensuring strong safeguards remain in place.

e The main changes are outlined below.

e The text of the proposal are available at the following links:

o Digital Omnibus on Al
o Digital Omnibus on the digital aquis

¢ Digital Omnibus on Al; The Al Act-focused proposal suggests a number of amendments,
primarily intended to reduce compliance burdens on providers and deployers of Al systems, the
foremost of which is the much-discussed delay to high-risk Al systems ("HRAIS") obligations.

e The key legislative proposals are as follows:
o Timing of HRAIS Regime: The application of high-risk Al system requirements is delayed:
= For Annex Il systems: 6 months after a Commission decision confirming
adequate compliance measures are available, or by 2 December 2027 at the
latest.
= For Annex | systems: 12 months after such a decision, or by 2 August 2028 at
the latest.

o Transparency Obligations Timeline: The deadline for providers of Al systems generating
synthetic content to comply with machine-readable marking requirements under Article
50(2) is extended from 2 August 2026 to 2 February 2027.

o Al Literacy: The obligation for providers and deployers to ensure Al literacy of staff is
replaced with a requirement for the Commission and Member States to “encourage”
such measures, reducing direct compliance burdens on operators.

o Processing of Special Categories of Personal Data: Providers and deployers of Al
systems and models (not just high-risk) may process special categories of personal
data for bias detection and correction, subject to strict safeguards and only where
necessary and proportionate.

o Registration for Exempt HRAIS: Providers of Al systems listed in Annex Il but exempt
under Article 6(3) are no longer required to register these systems in the public
database, reducing administrative requirements.

o Transparency and GPAI Codes of Practice: The Commission can no longer adopt an
implementing act to give the Transparency or GPAI Codes of Practice general validity
across the EU. However, it may still set common rules if the Transparency Code is
deemed inadequate.
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o Post-Market Monitoring: The Commission will issue guidance on post-market
monitoring plans for HRAIS, providing less prescriptive requirements than the template
originally required by the AIA.

o Market Surveillance and Enforcement: The Al Office ("AlO”") is confirmed to have
exclusive authority for Al systems based on GPAI models (where the same provider
develops both model and system), except for systems covered by Annex |. The AIO also
oversees Al systems integrated into very large online platforms/search engines under
the Digital Services Act.

o Slightly increased role of Fundamental Rights Authorities (‘FRAs"): Market surveillance
authorities can request information from operators on behalf of FRAs, provide relevant
information to FRAs and cooperate closely, enhancing the role of FRAs in Al oversight.

o Inclusion in Representative Actions Directive ("RAD"): The Al Act’s inclusion in the RAD is
brought forward to the date the Omnibus enters into force, rather than 2 August 2026,
though the practical impact of this may be limited.

» Digital Omnibus: EU Data Act; Due to the fragmented EU's data legislation including certain
overlaps, inconsistencies in definitions, and uncertainties regarding how the different instruments
interact, the Digital Omnibus proposal aims to incorporate the following data related frameworks
into the Data Act:

o Regulation (EU) 2018/1807 (Free Flow of Non-Personal Data Regulation): Most of its
provisions, except for those on data localisation, will be repealed. The prohibition of
localisation requirements for non-personal data withing the Union will be integrated in
Chapter VIIb of the Data Act.

o Regulation (EU) 2022/868 (Data Governance Act): Rules on data altruism and data
intermediation services are merged into the Data Act to make these mechanisms more
attractive and effective.

o Directive (EU) 2019/1024 (Open Data Directive): The Open Data Directive will be
repealed, noting that its substantive provisions are incorporated the Data Act without
significantly altering the powers granted to Member States.

e Asaresult, the Data Act becomes the single, consolidated legal instrument for Europe’s data
economy, with the above regulations and directive being repealed. This consolidation aims to
reduce legal complexity, harmonise definitions, and make compliance easier for businesses and
public administrations.

o Key Substantive Amendments to the Data Act; The Digital Omnibus introduces a series of
targeted amendments to the Data Act. The following section outlines the most relevant changes
and their practical implications.

o Expanded and Harmonised Definitions
The proposal amends and supplements the definitions in the Data Act (Article 1(2) Data
Act), introducing new terms and clarifying existing ones. This aims to ensure
consistency across the consolidated legal framework. For example, the terms “access”,
"data holder” and “data intermediation service” and "anonymisation” will be (newly)
defined.

o Stronger Safeguards for Trade Secrets
New Articles 4(8) and 5(11) of the Data Act will allow data holders to refuse disclosure
of trade secrets to users or third parties if there is a high risk of unlawful acquisition, use,
or disclosure to third countries with weaker protections. Such refusals must be “duly
substantiated” and notified to the competent authority. This addresses concerns about
the leakage of sensitive business information in the context of mandatory data sharing.
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o

Narrowed Scope for Business-to-Government Data Requests

The scope of Chapter V (making data available to the administration) is narrowed from
“‘exceptional needs” to “public emergencies” only. Articles 14 and 15 of the Data Act are to
be deleted, and a new Article 15a will be introduced, which sets out that public sector
bodies may only request data from businesses when necessary to respond to, mitigate,
or recover from a public emergency (e.g., natural disasters or major cybersecurity
incidents). This reduces the risk of overbroad government access to business data.
Exemptions for Cloud Switching Rules

The rules on switching between data processing services (Chapter VI) will be softened.
Through Article 31 Data Act, a lighter regime is targeted, if “the majority of features and
functionalities of the data processing service has been adapted by the provider to the
specific needs of the customer” and for services provided by SMEs and small mid-caps
(SMCs) under contracts concluded before 12 September 2025. This is accompanied by
a clarification that the abovementioned providers “can include early-termination penalties
in fixed-term contracts”. Overall, these exemptions consider the specificities of smaller or
highly customised service providers.

e The Staff Working Document accompanying the Digital Omnibus proposal estimates that these
exemptions could save businesses around €1 billion for custom-made contracts and €500
million for SME and SMC contracts across the EU.

o

Removal of Smart Contract Requirements

The obligation for providers of smart contracts to comply with essential requirements
(Article 36 Data Act) is to be removed completely. As explained in the Staff Working
Document, Article 36 was criticised by industry stakeholders for its unclear scope and
the risk of unintentionally covering a wide range of DLT-based smart contracts and
automated software features. The Staff Working Document highlights that, given the
early and experimental stage of smart contract development, detailed regulatory
requirements could stifle innovation and lock in specific technologies. The removal is
therefore intended to reduce regulatory complexity and maintain flexibility for future
innovation.

Extended Support for SMEs and SMCs

Already existing support measures for small and medium-sized enterprises ("SMES") are
extended to also cover small mid-cap companies ("SMCs"), reducing compliance
burdens and facilitating participation in the data economy. Beyond the eased cloud
switching rules, SMEs and SMCs shall benefit from simplified procedures and targeted
incentives, making it easier for them to access and re-use data under the Data Act
(Article 32ab).

o Digital Omnibus: Amendments to Privacy Regulations and Single Entry Point for Incident
Reporting

2. Cyberspace Administration of China releases filing information for generative Al services; On 717

November 2025, the Cyberspace Administration of China (CAC) released information on the number of
generative Al services registered in China under the Measures for the Management of Generative Artificial
Intelligence Services instrument.
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e Asof 1 November 2025, a total of 611 generative Al services had been registered with the CAC,
up from 538 as of 31 August 2025, reflecting an additional 73 generative Al services registered
during this period.

e For generative Al applications or functions that directly use registered models through an
Application Programming Interface (API) or other means, registration is managed by local
cyberspace administrations. Between 1 September 2025 and 30 October 2025, 35 such
applications or functions were registered at the local level. As of T November 2025, 306
generative Al applications or functions had been registered with local cyberspace
administrations.

e Read the announcement in full here (only available in Chinese).

3. EDPS publishes guidance for risk management of Al systems; On 77 November 2025, the European
Data Protection Supervisor (EDPS) published new guidance on risk management for Al systems

(the Guidance). The Guidance aims to help EU Institutions, Bodies, Offices, and Agencies acting as data
controllers to identify and mitigate data protection risks associated with Al deployment under Regulation
2018/1725. It is also highly relevant for private companies, industry stakeholders, and public organisations
seeking compliance with data protection rules.

e The Guidance introduces a framework aligned with ISO 31000:2018, focusing on assessing and
treating risks throughout the Al lifecycle. It highlights four core areas essential for transparent,
auditable, and trustworthy Al decision-making:

o Fairness: Addressing algorithmic and training-data bias, including overfitting and
interpretive bias.

o Accuracy: Ensuring statistical validity, preventing data drift, and reducing inaccurate
personal data outputs.
Data Minimisation: Avoiding indiscriminate collection and storage of personal data.
Security: Mitigating risks such as Al output disclosure, data leakage, and API exposure.

e Furthermore, the Guidance addresses crucial concepts in the Al lifecycle including:

o Interpretability: Understanding how an Al model operates in relation to its internal logic
and linkages between input and output.

o Explainability: Exploring why an Al system produces particular results, enabling those
outcomes to be communicated meaningfully to end users.

e The Guidance provides practical recommendations and insights to help identify and mitigate
common technical risks in Al systems, thereby supporting the protection of personal data,
fostering accountability and promoting lawful Al deployment by EU controllers.

e Read the Guidance in full here.

4. South Korea unveils draft enforcement decree for basic law on Al; On 12 November 2025, South
Korea's Ministry of Science and ICT released the draft enforcement decree of the Al Basic Act (the Act), its
first comprehensive Al legislation, and opened a 40-day public consultation period ending on 22 December
2025.

e The enforcement decree addresses matters delegated by the Act, including measures to
support the Al industry and ensure the transparent and safe use of Al, thereby clarifying the
standards and obligations mandated under the Act.
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e The draft decree sets out the following key measures:

@)
@)
@)

Establishing the standards for support projects aimed at fostering the Al industry;
Designating institutions responsible for implementing national Al policy;

Defining “high-performance Al model” as exceeding 102° FLOPS (based on cumulative
computing power) and subjecting such models to additional safety regulations and
oversight;

Introducing disclosure and labelling requirements for “deepfakes” and other generative
content to ensure users are properly informed;

Confirming exemptions for Al used exclusively for national defence or security purposes;
and

Implementing a temporary suspension of fines for violations to balance industry growth
with safety and trust.

e The draft decree aims to clarify regulatory frameworks and establish a support system for Al
development, from funding training projects to building computing infrastructure, underlining a
commitment to balancing industrial growth with a trustworthy Al foundation. The decree is
expected to be finalised before the Al Basic Act takes effect on 22 January 2026.

e Read the full draft decree here (only available in Korean).

5. Turkey introduces proposed bill to establish Al legal framework; On 7 November 2025, Turkey

submitted a proposed bill to the Grand National Assembly to establish an Al legal framework (the Bill). The
Bill, which consists of 11 articles, seeks to address ethical, security, and rights-related challenges arising
from the use of Al systems in content generation.

e The Bill introduces amendments to several laws, including the Turkish Penal Code, Law No.
5657, Law No. 5809, the Personal Data Protection Act, and the Cybersecurity Law. These changes
help to clarify the responsibilities of Al users and developers, introduce a legal definition of Al
system, and set out rules on liability for crimes committed through Al.

o Key proposed provisions under the Bill include the following:

o

Al-generated content that infringes personal rights or poses a threat to public security
must be removed within 6 hours, with the content provider and Al system developer
being held jointly liable.
All deepfake content must clearly display the statement “Generated by Artificial
Intelligence”. Failure to do so may result in administrative fines ranging from TRY
500,000 to TRY 5 million (approximately USS12,000 to USS120,000) imposed by the
Information and Communication Technologies Authority (BTK).
Users who instruct an Al system to commit an offence are deemed the principal
offenders, while developers incur increased liability where the design or training of the Al
system facilitates the commission of the offence.
The BTK is granted the emergency power to block Al-generated content that threatens
public order or election security. Non-compliance with this obligation may result in
administrative penalties of up to TRY 10 million (approximately US$250,000).
Service Providers, which are entities that provide services or collect and process data
through an information system (defined as the hardware, software, and all associated
components used to deliver services, process transactions, and manage data through
information and communication technologies), are subject to the following obligations:
= ensuring transparency and auditability of training datasets;
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= implementing content verification mechanisms to prevent false or manipulative
information;

= applying controls to reduce the risk of Al hallucinations;

= developing human review processes for high-risk applications; and

= conducting regular cybersecurity vulnerability testing.

e Read the Bill in full here (only available in Turkish).
6. European Parliament’s Committee on Economic and Monetary Affairs publishes report on impact of

Al on financial sector; On 17 November 2025, the European Parliament's Committee on Economic and
Monetary Affairs (ECON) published a report on the impact of Al on the financial sector.

e Thereport explores the role of Al in the financial services sector and the wider regulatory
landscape and offers policy recommendations to foster innovation while ensuring compliance,
cybersecurity, and consumer protection. The report addresses multiple stakeholder groups,
directing its recommendations primarily to EU policymakers, including the European
Commission and Parliament, as well as supervisory authorities. It also calls on financial
institutions and market participants to adopt governance, transparency, and risk management
measures when deploying Al systems.

e Thereport raises concerns about regulatory overlaps and legal uncertainties between the Al Act
and sectoral financial services legislation, and the lack of guidance on the interpretation of
these regulatory overlaps and interactions.

e The report makes the following key recommendations:

o Boost Al innovation and investment in Europe’s venture capital market under the Savings
and Investments Union.

o Provide clear guidance on applying existing financial legislation to Al.
Simplify and harmonise regulations, avoiding duplication and a one-size-fits-all
approach, and ensure continuous monitoring of Al deployment to identify gaps and
deficiencies in current financial services legislation.

o Explore Al applications in financial markets, such as intermediation, portfolio
management, and compliance automation, within a technology-neutral framework.

o Remove entry barriers for Al-driven firms through streamlined licensing, support cross-
border scale-ups, and expand innovation hubs to guide and assist Al innovators.

o Develop Al-specific sandboxes and testing environments to enable controlled
experimentation with Al-driven financial products.

o Promote Al literacy and digital skills across the financial workforce to ensure responsible
use and effective oversight.

o Conduct research on the sustainability of Al deployment, increasing transparency on
energy consumption and the environmental footprint of Al models.

e Readthe reportin full here.

7. UK HM Treasury commissions Financial Services Skills Commission to produce report on Al skills
needs; On 5 November 2025, HM Treasury published a letter to the Financial Services Skills Commission
(FSSC) commissioning it to produce a comprehensive report on Al skills needs and the impact of Al and
other disruptive technologies on the UK financial services sector.
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The research, aligned with the Treasury’s July 2025 Financial Services Growth and
Competitiveness Strategy, will examine the following components:
o Anassessment of technologies that are expected to significantly impact financial
services business practices, workforce and skills requirements over the next five to ten
years.

o Anassessment of how these technologies will affect the sector’s growth and
productivity, and their impact on customers.

o Anassessment of the skills needed to adopt and use these technologies successfully.
A plan of how the required skills can be developed. This should include consideration of
the broader economic and fiscal picture.

o A cost-benefit analysis of the proposed measures.

The FSSC, supported by the City of London Corporation, TheCityUK, Lloyds Banking Group, and
PwC, will examine and recommend how the skills system can enhance growth and productivity
in financial services by enabling the adoption and innovation of Al and other emerging
technologies. The delivery of the research is scheduled for mid-2027 in the form of a final
report.

Read the commission letter in full here.

8. UK FCA announces partnership with Monetary Authority of Singapore to drive growth and Al

innovation; On 12 November 2025, the UK's Financial Conduct Authority (FCA) announced a strategic
partnership with the Monetary Authority of Singapore (MAS) to promote safe and responsible Al
innovation in financial services.

At this stage, there is limited information available regarding the specific details of the
partnership from an Al perspective. However, the partnership is intended to enable firms in the
UK and Singapore to scale and operate across markets more effectively through joint testing of
Al solutions, regulatory knowledge exchange, and collaborative events.

For the first time, the FCA will establish a presence in Singapore by appointing a Financial
Services Attaché at the British High Commission. This move is part of a broader plan to expand
into priority markets in the US and Asia Pacific next year. The FCA views this initiative as a way
to strengthen global regulatory relationships, support economic growth, and attract inward
investment to the UK.

This initiative aligns with the FCA's broader approach to Al, which prioritises the safe and
responsible use of Al in financial markets and promotes secure and beneficial innovation.

Read the FCA announcement in full here.

9. China updates Cybersecurity Law to reinforce Al oversight and toughen penalties for cybersecurity

breaches

On 28 October 2025, the Standing Committee of the 14th National People’s Congress (NPC),
comprising approximately 150 elected members who carry out legislative functions according
to the NPC's guidelines when the full NPC is not in session, concluded its second reading of
proposed amendments to China's Cybersecurity Law, with the revised law scheduled to take
effect on 1 January 2026. This second amendment is intended to further align China’s core
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cybersecurity framework with its strategic priorities in Al. It also aims to ensure consistency
with related legislation, including the Data Security Law (DSL) as effective from 1 September
2021, and the Personal Information Protection Law (PIPL) as effective from 1 November 2021.

e One notable addition to the law will be a new article providing explicit legal support for Al
development. This includes measures to promote fundamental research in Al, the construction
and management of training data resources and computing infrastructure, the integration of Al
into cybersecurity management, and the advancement of Al ethics and safety governance.

e Therevised law will also introduce more stringent legal liabilities for offences that compromise
network and information security. This encompasses violations affecting the security of
network operations, products and services, as well as the protection of information and
personal data.

e These amendments form part of China's broader legislative initiative to modernise and unify its
approach to digital governance.

e Read the Decision on Amending the Cybersecurity Law of the People's Republic of China in
full here (only available in Mandarin).

10. US Senate introduces bill restricting children's access to Al chatbots

e On 28 October 2025, the Guidelines for User Age-verification and Responsible Dialogue Act
(GUARD Act / SB 3062) (the Bill) was introduced in the United States Senate, setting out
comprehensive requirements for Al chatbot providers regarding user age verification and
responsible service provision.

e Under the proposed Bill, all Al chatbot providers would be required to verify the age of users
before granting access to their services. Minors identified through the verification process
would be prohibited from accessing Al chatbot services. Existing accounts would be frozen until
users provide verifiable age data, while new users would be subject to an age verification
process at the point of account creation. Providers would also be required to conduct regular re-
verification of users’ ages and may engage third parties to perform these verification processes.
The Bill stipulates that any data collected for age verification must be limited to what is strictly
necessary, encrypted, retained only for as long as required, and must not be sold or shared.

¢ In addition, the Bill mandates that Al chatbots must clearly disclose their Al nature at the outset
of each conversation and at regular intervals thereafter. Chatbots are expressly prohibited from
presenting themselves as professionals or from offering legal, financial, medical, or
psychological advice, and must remind users to seek guidance from licensed professionals for
such matters. Violations of the Bill can lead to fines of up to $100,000.

e The Bill has been assigned to the Senate Judiciary for consideration and may be subject to
amendment before potentially going to the full Senate for further debate and voting.

e Readthe Bill here.

11. US and Japan sign memorandum of cooperation regarding Technology Prosperity Deal to accelerate
Al adoption and innovation

e 0On 28 October 2025, the United States and Japanese Governments signed a Memorandum of
Cooperation (MOC) in Tokyo as part of the Technology Prosperity Deal to advance strategic
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technology collaboration. The MOC is designed to foster collaboration between the two
countries in the strategic science and technology sector, with a particular focus on Al
frameworks, enforcement of protection measures, export promotion, industry standards, and
digital wellbeing.

e Through this agreement, the US and Japan have committed to working closely together to
promote pro-innovation Al policy frameworks. Key objectives include supporting the
development of a US and Japan-led Al technology ecosystem, establishing a partnership to
ensure the enforcement and strengthening of existing protection measures, and promoting a
mutual understanding of guidelines and frameworks for Al development and adoption to
harmonise practices and encourage integration.

e The MOC also aims to advance cooperation between the U.S. Center for Al Standards and
Innovation and the Japan Al Safety Institute, with the goal of promoting Al innovation and the
development of robust industry standards.

e Readthe MOC here.

12. European Data Protection Supervisor publishes guidance on data protection-compliant use of
generative Al systems

e 0On 28 October 2025, the European Data Protection Supervisor (EDPS) published version 2 of its
guidance on data protection compliance for the use of generative Al systems (the Guidance).
The revised Guidance is addressed to European Union institutions, bodies, offices, and agencies
(EUls) that utilise generative Al and process personal data.

e The updated Guidance is intended to assist EUls in meeting their data protection obligations
under Regulation (EU) 2018/1725, taking into account the rapid pace of technological
advancement and the specific challenges presented by generative Al. Key updates include a
refined definition of generative Al to enhance clarity and consistency, and the introduction of a
new, action-oriented compliance checklist to support EUls in assessing and ensuring the
lawfulness of data processing activities involving generative Al.

e Further, the Guidance clarifies the allocation of roles and responsibilities, assisting EUls in
determining whether they act as controllers, joint controllers, or processors in the context of
generative Al systems. It also offers detailed advice on establishing lawful bases for processing,
applying the principle of purpose limitation, and managing data subjects’ rights in relation to
generative Al.

e Itisimportant to note that this Guidance is issued by the EDPS in its capacity as the
independent data protection authority for EUIs, and not as a market surveillance authority under
the EU Al Act.

e Read the Guidance here.

13. Australia announces consultation on updates to copyright laws to address Al challenges

e On 26 October 2025, the Australian Attorney-General announced the commencement of a
government consultation on potential reforms to Australia’s copyright laws, designed to look at
the challenges arising from Al technologies.
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e As part of this process, the Copyright and Al Reference Group will consider a range of issues,
including options to encourage fair and legal access to copyrighted material for Al use. The
Group will assess whether to establish a new paid collective licensing framework for Al
applications under the Copyright Act, or whether a voluntary licensing framework would be
more appropriate. The Government has already confirmed that it will not introduce a text and
data mining exception, maintaining the prohibition on Al developers using creators’ works
without payment.

e In addition, the consultation will seek to clarify the application of copyright law to Al-generated
content and explore mechanisms to make enforcement of rights more affordable, such as the
potential creation of a small claims forum to efficiently address lower-value copyright
infringement matters.

e Read the official press release here.

14. Singapore Cybersecurity Agency opens consultation on guidelines for securing agentic Al systems

e 0On 22 October 2025, the Cyber Security Agency of Singapore (CSA) initiated a public
consultation on an addendum to its existing Guidelines and Companion Guide on Securing Al
Systems which were published in October 2024.

e The Guidelines were developed to protect Al systems against cybersecurity risks including
supply chain attacks and Adversarial Machine Learning, and can be accessed here. The
Companion Guide was created in collaboration with Al and cybersecurity practitioners to
provide practical measures, security controls and best practices from the industry and
academia, and can be accessed here.

e The addendum is focused on the security of agentic Al systems, those capable of independent
planning, action, and decision-making. It sets out voluntary, risk-based regulatory measures
intended for system owners, Al practitioners, and cybersecurity professionals. Key controls
addressed in the guidance include supply chain security, model and system hardening,
authorisation, limiting system autonomy, and continuous monitoring.

e To support practical implementation, the addendum provides examples for use cases such as
coding assistants, client onboarding, and fraud detection. It provides a comprehensive
foundation to Al security principles by taking a risk-based approach to Al development, whilst
introducing new considerations to identify potential threats to Al systems. The addendum is
intended to be used for informational purposes and is not mandatory, prescription or
exhaustive.

e The consultation period is open until 31 December 2025.

e Read the official announcement of the consultation here, and the draft addendum here.

Using Agentic Al to Manage Mandatory Market Change ; Leveraging agentic Al can streamline
mandatory change management when given the right context and integrated into existing workflows, says
Ollie Cadman, CEO of AiMi, who explains where Al delivers success and under what circumstances it won't
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e Managing critical capital markets infrastructure means navigating a relentless stream of
change from trading venues, data vendors, and platform providers. It is a process that cannot
be ignored: missing even a single update risks operational disruption or regulatory exposure.

e Firms have long relied on manual triage: key resource sifting through PDFs, emails, and portals
to work out what's changed and who needs to act. It's slow, inconsistent, and increasingly
unsustainable as venue complexity increases, trading hours expand, and regulatory
expectations rise.

e It's no surprise many firms have considered whether artificial intelligence could help. The idea of
using Al to process notices, identify changes, and free up human capacity is appealing. In fact,
most capital markets firms already have multiple generative and agentic Al initiatives underway,
focused on transforming client engagement, product development, or competitive positioning.
Yet when it comes to trading and market data operations, and particularly the management of
mandatory change, these initiatives rarely get the attention needed to move from idea to
implementation. The result is that while Al remains a promising concept for this domain, it is
often seen as a hobby project or a proof-of-concept, rather than a production-ready solution.

e The experiments that have been attempted in this space have produced mixed results. The
problem is not that the technology lacks capability. Rather, it is that generic, horizontal Al
platforms, no matter how powerful, are poorly suited to such specialised, domain-specific
challenges. Parsing and interpreting notices from exchanges and vendors is not the same as
summarising a news article or drafting an email. The knowledge required is niche, the
workflows are complex, and the impact of mistakes are significant.

e The projects that succeed take a very different approach. Instead of aiming for broad autonomy,
they apply agentic Al within structured, specific workflows built for scale. In this model, agents
are not designed to replace human operators with a single general model. They are designed as
specialised digital colleagues, each with a narrow remit, working within a clear process
framework where every decision is observable and traceable. Al in this context is not used for
free-form improvisation. It is used for judgement inside well-defined boundaries. Crucially, these
agents are not asked to invent knowledge of the domain. They are given the right context, in the
form of schemas, ontologies, subscriptions, and policies, so they have a foundation for
reasoning that is both verifiable and controlled.

e This approach is particularly powerful in the world of mandatory market change. Hundreds of
notices arrive daily, in multiple unstructured formats. Deciding whether any given change is
material requires not just subject matter expertise but also an understanding of the firm's
specific business context, such as what protocols it uses, which data sets it subscribes to, how
its systems are configured, and what rules apply. This is precisely the type of work where
agentic Al excels. Agents can consume large volumes of unstructured input, apply firm-specific
rules, and orchestrate structured responses. Human experts are freed from repetitive tasks and
can instead focus on the complex edge cases that benefit greatly from their oversight and
experience.

e Atthe heart of a successful solution is an agentic framework designed for accountability. The
work is broken into a set of agents, each responsible for a specific part of the process. One
agent might convert unstructured emails into structured notices. Another might validate which
notices are relevant. A third might determine the impact and trigger downstream updates. By
limiting the scope of each agent, the workflow remains auditable and manageable. Every action
can be traced, and the overall process feels less like a black box and more like an assembly line
— transparent, consistent, and governed.

e Agents, however, are only as effective as the context they are given. Asking an agent to infer the
details of a market data feed change on its own is no more effective than hiring a new staff
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member and expecting them to learn everything without guidance. Just like human colleagues,
agents need structured onboarding. They must be given access to the knowledge that matters,
the definitions, priorities, subscriptions, and constraints that shape decision-making. By
grounding agents with this context, the risk of hallucination is dramatically reduced and agents
become reliable and safe at scale. Agents reason over known inputs, rather than inferred
knowledge, and decisions are anchored to verifiable data and schemas.

e Personalisation builds on this foundation. Every firm has its own definition of what counts as a
material change. A notice that is irrelevant to one organisation may be critical to another. By
capturing these rules within the workflow, agentic Al can filter out the noise and flag only those
changes that matter. With memory and feedback, the system adapts over time, learning the
firm's profile and further refining its ability to distinguish between material and non-material
updates.

e Integration is the final piece of the puzzle. For agentic Al to succeed, it must enhance the
workflows that already exist rather than attempt to replace them with generic natural language
prompts. That means agents that can query data subscriptions, user entitlements, or
application inventories, and update inventories or raise tickets in platforms like JIRA or
ServiceNow to trigger downstream tasks in the same way a human would. The fast-evolving
Model Context Protocol (MCP) make this far easier by allowing agents to connect to internal
and external ticketing, permissioning, and configuration systems through a common interface.
Instead of building bespoke integrations for each system, MCP lets agents call multiple sources
consistently, stitching together a holistic picture of context and impact.

e This interplay between agents, context, and integrations changes the role of automation in
trading and market data operations. Models are no longer treated as oracles, generating
answers in a vacuum. Instead, agents operate as structured participants in the workflow:
parsing unstructured inputs, checking state against internal systems, planning and executing
next steps, and escalating to humans when ambiguity arises. It is a division of labour that aligns
naturally with the way resilient operations are designed — repeatable work handled by machines,
exceptional cases handled by people.

e By combining agentic Al with robust context engineering and interoperability, firms can address
the long-standing problem of mandatory market change. Instead of expending valuable expert
hours on repetitive manual work, resources can be redirected to higher-value activities. Instead
of treating every notice as a fire drill, change can be managed as a continuous, structured
process. Instead of experimenting with generic Al that lacks domain specificity, firms can
deploy workflows designed for the real needs of capital markets infrastructure.

e Asthe Al hype cycle settles, the winners will be those who deploy practical, auditable solutions
that deliver measurable outcomes. At AiMi, our platform is built specifically for trading and
market data operations. It transforms managing mandatory change from a manual, resource-
intensive overhead into a scalable and controlled workflow. By combining domain-educated
agents with enterprise-grade controls, AiMi transforms market change management from a
reactive, manual process into an intelligent, continuously governed workflow.

Fed Governor Says Central Banks Must Keep Pace with Financial Market Al Developments; ‘[T]he
financial sector is adopting Al quickly, and while there are many benefits to this adoption, the risks will
need to be managed carefully." Michael S. Barr, Federal Reserve Board Governor
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o Federal Reserve Board Member Michael S. Barr predicted that artificial intelligence will
fundamentally reshape global economies. He said that central banks must adapt quickly to this
technology’s rapid evolution.

e Inremarks at the Singapore Fintech Festival, Mr. Barr said Al is being adopted at a striking pace
and emphasized its benefits for operational efficiency, particularly in text analysis, fraud
detection, and customer service. He cautioned that its use in critical areas such as credit
decisions and trading brings substantial risks, including bias and explainability issues in models,
governance gaps, and the potential for Al-driven manipulation or systemic instability. Mr. Barr
said central banks must embrace Al to remain effective. He reported that the Federal Reserve is
taking a "learning-by-doing" approach by using Al to enhance staff productivity in research,
coding, and writing. He also cited the use of generative Al to modernize legacy systems by
translating old code, resulting in faster and higher-quality delivery.

e Mr. Barr said Al improvements in productivity will require sweeping structural change. He said
there are implications for workers, firms, and policymakers. He said the labor market is already
showing signs of adjustment, as firms retrain existing workers while slowing new hiring—raising
potential challenges for those entering the workforce.

e Mr. Barr concluded that understanding, integrating, and keeping pace with Al will be essential for
central banks to fulfill their missions in the years ahead.

Al in Trading: the Fascia of Modern Markets; the five most significant developments in Al and trading
from the hottest topics and cutting-edge trends currently driving innovation on global trading desks,
covering technology, risk, requlation, retail and market structure.

e From data centres to trading floors, Al is fast becoming the connective tissue linking data,
models, and execution. The next wave of Al integration won't just accelerate equity trading; it will
automate markets long shaped by voice, relationships, and bespoke negotiations, from
commaodities to private credit. If the last two decades digitised trading, this one is adding
intelligence — not just knowing how to trade, but where, when and what.

e Like biological fascia binding muscle, Al increasingly threads through the trading ecosystem -
integrating data, preserving structure, and transmitting information across systems and assets.
The upside: markets that move with greater agility, precision, and transparency. The challenge:
more systemic risk across markets globally.

e Today's Al depends on vast data sets, datacentres, and cloud infrastructure, shifting trading
from local floors to global systems. The question is no longer whether firms should rely on
shared infrastructure, but how to govern, audit, and secure it while trading at speed when they
do. Retail investors are increasingly part of this shift; roughly 20% of U.S. equity volume now
coming from retail — enough to influence both volatility and price discovery.

e As open models and public Al tools are granting access to intelligence once reserved for
institutions, this growing trend is reshaping the make-up and behaviour of the market.

e Here are the Five Things We Learned in October:

94


https://www.federalreserve.gov/newsevents/speech/files/barr20251111a.pdf
https://tabbforum.us1.list-manage.com/track/click?u=1c95ec5ee0c655df377a1e099&id=c103fb2478&e=8ecd99e4b6
https://www.sifma.org/wp-content/uploads/2024/03/SIFMA-Insights-Equity-Market-Structure-Compendium_as-of-2-26-1.pdf
https://www.sifma.org/wp-content/uploads/2024/03/SIFMA-Insights-Equity-Market-Structure-Compendium_as-of-2-26-1.pdf
https://www.sifma.org/wp-content/uploads/2024/03/SIFMA-Insights-Equity-Market-Structure-Compendium_as-of-2-26-1.pdf
https://www.sifma.org/wp-content/uploads/2024/03/SIFMA-Insights-Equity-Market-Structure-Compendium_as-of-2-26-1.pdf

European

\ Venues &
Intermediaries ’
Association ‘...

London
Energy
Brokers'
Association

FCA Sets Out Regulatory Vision to Support Fintech Innovation and Growth; On 18 September 2025, the

FCA shared its latest thinking on how regulation can support innovation and economic growth.
The speech, delivered by Jessica Rusu at the Future of Fintech conference, focused on the FCA's evolving
role in enabling technological advancement while safeguarding market integrity.

The address highlighted several initiatives designed to foster a more dynamic and globally
competitive financial services sector.
Key developments include:

o Innovation Ecosystem: Expansion of the FCA's support infrastructure through the launch
of the Supercharged Sandbox and Al Live Testing environments. These build on the
existing Innovation Pathways service and aim to accelerate responsible deployment of
emerging technologies.

o Fintech Investment and Scaling: Introduction of a dedicated scale-up unit and
consultation on cryptoasset regulation. These measures are intended to provide clarity
for firms seeking to grow within a stable regulatory framework.

o Open Finance and Data Sharing: Launch of the Smart Data Accelerator to promote
secure and efficient data exchange. The FCA is also working with the Information
Commissioner’s Office to address cross-regulatory challenges.

o Strategic Alignment: The FCA reaffirmed its commitment to its secondary growth
objective, positioning innovation and data as central to its regulatory approach.

Firms are encouraged to engage with the FCA's innovation services and forthcoming
consultations, particularly in areas such as cryptoassets and open finance. Further updates are
expected as these initiatives.

FSB:
e FSB outlines next steps for authorities on Al monitoring
¢ FSB finds significant gaps and inconsistencies in implementation of crypto and stablecoin
recommendations
BIS: Artificial intelligence and central banks: monetary and financial stability implications
IOSCO:
e |0SCO Reviews Implementation of Recommendations for Crypto and Digital Asset Markets
ECB SSM: Artificial intelligence and supervision: innovation with caution (speech)
BoE:
e Revealing economic facts: LL Ms know more than they say (working paper),
e The Bank of England’s approach to innovation in artificial intelligence, distributed ledger
technology, and quantum computing,
o All chips inl Would a fall in Al-related asset valuations have financial stability consequences?
(blog)
ESAs:
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PRA:

FCA:

EU Supervisory Authorities warn consumers of risks and limited protection for certain crypto-

assets and providers

EBA:
o Supervisors should learn from recent cases to prevent financial crime in crypto firms,
the EBA says;
o The EBA responds to Commission's proposed changes to the technical standards on
liquidity requirements of the reserve of assets under MiCA

ESRB:
o ESRB publishes report on systemic risks from crypto-assets and issues
recommendation on stablecoins,
o Recommendation of the European Systemic Risk Board of 25 September 2025 on third-
country multi-issuer stablecoin schemes (ESRB/2025/9)

Digital pound update,

Design note — Offline payments,

Design note — Alias service,

Minutes: CBDC Academic Advisory Group - June 2025,
Not just token gestures - speech by Sarah Breeden

Information for firms looking to offer crypto exchange traded notes,
FCA supports tokenisation to boost efficiency and innovation in asset management,
CP25/28: Progressing fund tokenisation

The UK Digital Securities Sandbox is open; Exploring the regulatory barriers to emerging technology
adoption

In 2024, the Bank of England and Financial Conduct Authority opened the Digital Securities Sandbox
(DSS) — the UK equivalent of the EU DLT Pilot regime. The DSS will facilitate the use of developing
technology, such as DLT, in the issuance, trading and settlement of securities by allowing firms to operate
under a temporarily modified legal and regulatory framework. Specifically, the sandbox will allow entrants
to undertake the notary, maintenance and settlement activities traditionally associated with central
securities depositories (CSDs) and combine these activities with the operation of a trading venue. The
sandbox's opening comes after consultation with industry closed in May 2024.

Some changes have been made to the original proposal - including allowing non-GBP
denominated assets and reducing the minimum capital requirement. However, stablecoins and
e-money are still unable to be used as settlement assets, due to financial stability concerns. The
application form itself is supplemented by a full policy statement (PS24/12) and final guidance.
The DSS is expected to eventually feed into wider ongoing DLT initiatives — e.g. unified ledgers
or the regulated liabilities network — that seek to combine tokenised central bank money,
tokenised deposits and other tokenised assets on one platform. Such initiatives integrate
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developments in both the public and private sector to experiment with bringing more of the
financial services ecosystem "on chain'.

Background

The DSS is the first Financial Market Infrastructure (FMI) sandbox created under powers
conferred on HM Treasury (HMT) by the Financial Services and Markets Act (FSMA) 2023. FMI
sandboxes allow firms to experiment with new or different practices and developing technology
in the execution of their key functions. As the first FMI sandbox, the DSS will also become a test-
case for this new form of policymaking, where regulators can observe activity in a controlled
environment and consider whether changes to rules or legislation are required to enable it.

The DSS will allow sandbox entrants to undertake the notary, maintenance and settlement
activities traditionally associated with CSDs and combine these activities with the operation of a
trading venue. DSS activity will be “live' and the regulators' intention is that the wider financial
ecosystem should be able to interact with a sandbox entrant in broadly the same way they
would with a traditional FMI.

To protect financial stability however, limits will be placed on the value of securities issued into
the DSS.

The DSS is, by its nature, a temporary regime. However, the powers in FSMA 2023 allow the
government to legislate using secondary legislation to put in place a permanent regime, after
reporting to Parliament. A smooth transition should be available for successful sandbox
entrants into any new permanent regime introduced when the DSS closes.

The opening of the DSS (which has been accompanied by a full policy statement (PS24/12),
additional DSS guidance and the application form) follows the earlier consultation paper that
was published in April 2024. Respondents generally welcomed the regulators' initial proposals.
The DSS' twin initiative in the EU - known as the DLT pilot regime opened for applications in
March 2023. However, so far, this regime has struggled to stimulate interest

Stages for a sandbox entrant

The DSS is divided into a series of gates for entrants to move through, providing a path to
progress from one stage to the next. The level of permitted activity increases with each stage.

Initial application

Gate 1: Testing

Gate 2: Go live

Gate 3: Scaling

Gate 4: Possible new permanent regime
Digital security eligibility

Examples of what could be issued and traded in the DSS:

equities

corporate and government bonds

money market instruments such as commercial paper and certificates of deposits
units in collective investment undertakings (fund units)

emissions allowances
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NB: before HMT's initial consultation made clear that cryptoassets which do not qualify as financial
instruments under the RAO (i.e., unbacked cryptoassets or stablecoins) are out of the scope of the DSS
and on this basis they do not qualify as FMI sandbox instruments. Moreover, such cryptoassets would also
not be appropriate as a settlement asset on financial stability grounds.

Application eligibility

Fees

The DSS is open to firms of all sizes and at all stages of development as long as they are legally
established in the UK. This could be an existing financial institution that is already authorised or
recognised under current regulation or a new entrant to the market.

The BoE/FCA has proposed a ‘pay as you go' fee regime. This includes a £10,000 fee payable on
application, a £40,000 fee payable on successfully passing through Gate 2 and regular fees to
be paid annually during participation in the DSS, estimated at £85,000. The BoE/FCA has also
proposed that fees should be additive for hybrid firms that will also require FCA authorisation in
the normal way as outside the DSS.

What does this mean for firms?

DLT represents the possibility for vast efficiency gains within financial services — through
cryptographically-secure record keeping and smart contract automation. However, traditional
financial market infrastructure and regulation has evolved to require separate entities to perform
different operational functions. This means that the full advantages of operating on a shared
ledger cannot be met.

The UK's DSS (as well as the EU's DLTR) represent an opportunity to begin unlocking those
advantages. In particular, the regimes could lead to faster and cheaper ways for securities to
trade, settle, and be utilised among financial market participants. Moreover, this work could also
ultimately fold into wider initiatives such as the Regulated Liabilities Network or the BIS' unified
ledger — which aim to combine tokenised central bank money, tokenised deposits and other
tokenised assets on one platform.

However, it seems regulators may have further to go in order to entice firms to innovate in these
sandboxes rather than in their own walled gardens. And, regardless of where experimentation
takes place, certain challenges persist, including:

o Benefits cannot be achieved in a silo and rely on all stakeholders in the ecosystem
operating together ‘on chain'. Currently, market interest in the DSS seems hindered by
the lack of “on chain' settlement options. UK regulators have acknowledged that
wholesale central bank digital currency is under development but could be several years
before deployment.

o Transitioning from complex and embedded legacy systems onto DLT infrastructure is a
delicate and complex process, involving effort and expense.

o Interoperability (between DLT and non-DLT solutions, and between different types of DLT
solutions) must be ensured, so as to avoid fragmentation of the trade-settlement
process.
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Sanctions & Tariffs

New UK OFSI sanctions enforcement page; The cross-government review of sanctions implementation
and enforcement concluded that, ‘easily accessible and consolidated enforcement information helps
industry learn from remedial action’. Today, we have launched a new page on GOV.UK that brings
together sanctions enforcement information from across HM Government - including penalty notices,
annual reviews, case studies and key lessons for industry.

e The UK Sanctions List from FCDO lists which people, entities and ships are designated or
specified under the Sanctions and Anti-Money Laundering Act 2018, and why.

e The OFSI Consolidated List from HMT provides information relating to asset freeze and
investment ban targets across all financial sanctions regimes implemented in the UK. This list
will close at 09:00GMT on 28 Jan 2026. Guidance has been published to help you prepare for

the change.

Sanctions Enforcement Page ‘

Cross Government Review of Sanctions Implementation and Enforcement

DG FISMA:

e EU adopts 19th package of sanctions against Russia,
e Statement on the sixth Sanctions Coordinators Forum

Conduct: SMCR/ NFMC

Conduct: Enforcement / Penalties

Financial crime and Anti money-laundering
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https://finance.ec.europa.eu/news/eu-adopts-19th-package-sanctions-against-russia-2025-10-23_en
https://finance.ec.europa.eu/news/statement-sixth-sanctions-coordinators-forum-2025-10-28_en
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e EBA:
o The AML/CFT colleges framework is maturing, the EBA finds,
o The EBA advises the European Commission on the foundations of the new anti-
money laundering/countering the financing of terrorism regime,
o Supervisors should learn from recent cases to prevent financial crime in crypto
firms, the EBA says,
o Anti-money laundering and countering the financing of terrorism supervision of
banks is improving, the EBA finds
¢ ESMA: ESMA publishes second consolidated report on sanctions
e HM Treasury: Reforming anti-money laundering and counter-terrorism financing
supervision
e FCA:
o Financial crime controls in corporate finance firms: survey findings,
o Government's decision on reforming anti-money laundering and counter-terrorism
financing supervision,
o Financial crime oversight in corporate finance firms shows gaps, says FCAk

FATF Supplements Guidance in Money Laundering National Risk Assessment Toolkit; “The topics
of the following annexes to the ML NRA Guidance ... should not be treated as a mandatory checklist
or requirement, including because the FATF Standards do not require an NRA per se, nor do they
specify a particular format of risk assessment product." - FATF National ML Risk Assessment Toolkit

1. FATF: Toolkit: Money Laundering National Risk Assessment Toolkit — Annexes A-C

e The Financial Action Task Force ("FATF") added three annexes, each addressing a distinct
aspect of national risk assessment design and implementation, to its "Money Laundering
National Risk Assessment ("NRA") Toolkit."

o FATF explained that the guidance assists jurisdictions in conducting comprehensive, risk-
based assessments of their money laundering threats and vulnerabilities. It is intended as
a flexible, non-prescriptive resource to help countries adapt their NRA methodologies to
national contexts while maintaining alignment with FATF's risk-based approach. The toolkit
includes practical examples, case studies, and data references to support effective and
proportionate implementation across jurisdictions.

e In Annex A: Quick Guides for Assessing Challenging Risk Areas

e FATF provided practical guidance for jurisdictions on assessing four areas that can present
significant challenges in national risk assessments:

o Corruption. FATF offered recommendations on assessing corruption-related risks,
including understanding the domestic and foreign corruption landscape, the role of
politically exposed persons, and the flow of proceeds from corruption. There are
case studies from Indonesia, Malaysia, France, and The Gambia.

o Virtual Assets and Virtual Asset Service Providers ("VASPs"). FATF outlined key
differences between virtual assets and traditional finance, providing a framework
to assess VASP-related threats and vulnerabilities. FATF included guidance on
country context, data collection, and risk identification, supported by case studies.

o Legal Persons and Legal Arrangements. FATF included steps for evaluating risks
related to corporate structures, including mapping all entity types, identifying
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https://www.eba.europa.eu/publications-and-media/press-releases/amlcft-colleges-framework-maturing-eba-finds
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https://www.gov.uk/government/consultations/reforming-anti-money-laundering-and-counter-terrorism-financing-supervision
https://www.fca.org.uk/news/statements/governments-decision-reforming-anti-money-laundering-and-counter-terrorism-financing-supervision
https://www.fca.org.uk/news/statements/governments-decision-reforming-anti-money-laundering-and-counter-terrorism-financing-supervision
https://www.fca.org.uk/news/statements/governments-decision-reforming-anti-money-laundering-and-counter-terrorism-financing-supervision
https://www.fca.org.uk/news/press-releases/gaps-financial-crime-oversight-corporate-finance-firms
https://www.fatf-gafi.org/content/dam/fatf-gafi/publications/Money%20Laundering%20National%20Risk%20Assessment%20Toolkit.pdf.coredownload.pdf
https://www.fatf-gafi.org/content/dam/fatf-gafi/publications/Money%20Laundering%20National%20Risk%20Assessment%20Toolkit.pdf.coredownload.pdf
https://www.fatf-gafi.org/content/dam/fatf-gafi/publications/Money%20Laundering%20National%20Risk%20Assessment%20Toolkit.pdf.coredownload.pdf
https://www.fatf-gafi.org/en/publications/Methodsandtrends/Money-Laundering-National-Risk-Assessment-Guidance.html
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foreign entities with links to the jurisdiction, and collecting relevant data. FATF
stated that case studies from New Zealand, China, Turkiye, Nigeria, and Jordan
illustrate good practices.

o Informal Economy. FATF emphasized the importance of understanding informal
financial activities as a contextual risk factor for money laundering ("ML")
vulnerabilities. Case studies are drawn from China, Indonesia, and Israel.

e In Annex B: Cross-Comparison and Categorization of ML Threats
e FATF helps jurisdictions prioritize and contextualize their assessment of money laundering
threats and vulnerabilities:

o Major Predicate Offenses. FATF compiled global data identifying fraud, corruption,
drug trafficking, and tax crimes as the most common and highest-yielding
predicate offenses.

o Consequences of Crime. FATF encouraged jurisdictions to consider not only
financial losses but also broader societal, environmental, and governance impacts
arising from ML and its predicate offenses.

o Types of Money Laundering. FATF analyzed the range of ML typologies reflected in
national assessments, including self-laundering, third-party laundering, and cross-
border schemes.

o Threat and Vulnerability Factors. FATF provided detailed tables categorizing threat
indicators (e.g., sources and movement of illicit funds, perpetrators, and
technologies used) and sectoral vulnerabilities through a PESTEL (Political,
Economic, Social, Technological, Environmental, Legislative) framework.

e In Annex C: Package of NRA Tools
o FATF summarized several publicly available tools, developed by international partners, to
support jurisdictions in conducting effective risk assessments:

o World Bank Tool: FATF provided a self-assessment framework combining
quantitative and qualitative data modules for national and sectoral risk evaluation.

o International Monetary Fund Tool: FATF provided a methodology centred on
assessing threats, vulnerabilities, and consequences using surveys and expert
consultations.

o Council of Europe Tool: FATF provided an adaptable tool for initial and follow-up
assessments, emphasizing a data-driven yet flexible approach to determining
inherent and residual risk.

e Annex C also includes extensive tables listing additional data sources and reference
materials corresponding to each of the challenging risk areas addressed in Annex A.

Recent developments in dividend tax fraud investigations: A series of bitesize digital sessions;
Mishcon de Reya LLP - Session 1: Understanding the risks

e Organisations exposed to these strategies face significant risks, including tax liabilities,
regulatory enforcement, reputational damage and operational disruption. By learning how
to respond to enquiries and strengthen governance, organisations can better protect
themselves and demonstrate a proactive approach.

e Inrecentyears, tax authorities across Europe have turned their eye to international dividend
tax fraud, and the amounts at stake in such investigations continue to hit the headlines.
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From the Danish tax authority’s £1.4 billion High Court battle to Crédit Agricole’s €88 million
settlement, the amounts involved are eye-watering, and financial institutions as well as
their advisers are feeling the heat. In a series of short webinars, we break down these
developments and what they mean for the international financial coommunity.

o What cum/ex and cum/cum trading are, and how they operate

o Themain risks and potential consequences for organisations

o Practical steps to manage exposure and respond to investigations

o Now delayed from: Thursday 6 November 2025; Time: 12:00 - 12:30 GMT; Where:

Online

FCA Highlights Market Abuse Risks and Control Weaknesses in Corporate Finance Firms; On 08
September 2025, the Financial Conduct Authority (FCA) published a newsletter, sharing findings from
its supervisory reviews of corporate finance firms advising small and mid-cap companies. The
newsletter highlights weaknesses in handling inside information, market sounding practices, and
personal account dealing (PAD), with a particular focus on smaller firms.

e The FCA emphasised the importance of proportionate but effective governance,
regardless of firm size, to uphold market integrity. Key developments include:

o Market Soundings and MSR Governance: The FCA observed firms contacting large
numbers of Market Sounding Recipients (MSRs) without clear justification. Good
practice included senior approval of MSR lists and use of standardised scripts to
ensure consistent disclosures.

o Gatekeeper Arrangements: Risks were identified where email chains expanded
beyond wall-crossed individuals, raising concerns about unlawful disclosure. Firms
are urged to review controls to prevent unauthorised sharing of inside information.

o Broker Conduct and Safe Harbour Limitations: The FCA flagged instances where
brokers involved third parties in market soundings without issuer knowledge. Such
practices may fall outside the UK MAR safe harbour, exposing firms to legal risk.

o Control Environment in Smaller Firms: Reviews revealed informal policies,
overfamiliarity between compliance and business teams, and weak information
barriers. The FCA expects small firms to maintain documented procedures and
independent oversight.

o Personal Account Dealing (PAD): Breaches included pre-approval trading,
insufficient compliance checks, and disregard for holding periods. In some cases,
breaches were tolerated by senior staff. The FCA stressed that PAD controls are
essential for managing conflicts and preventing market abuse.

e The FCA encourages firms to benchmark their systems and controls against these
observations and ensure their arrangements meet regulatory expectations.

Cyber Resilience
HM Treasury:

e G7 Cyber Expert Group Statement on Al and Cybersecurity,
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e Ministerial letter on cyber security to leading UK companies

PRA

e [Effective practices: Cyber response and recovery capabilities

Gulf, MENA, Saudi Arabia Supervision

Mainland Financial Freezones (FFZ)
Central Bank of UAE (CBUAE) Dubai Financial Services Authority (DFSA)

Securities and Commodities Authority (SCA)  Financial Services Regulatory Authority (FSRA)

Virtual Assets Regulatory Authority (VARA) — sits across both Dubai Mainland and Freezones
except in the jurisdiction of DIFC.

Jurisdiction  Regulator Overview

Federal UAE Central Bank Federal regulator for banking, payment services

UAE and insurance in the UAE Federal jurisdiction

Federal Securities and Commodities Regulator for financial markets, virtual assets and

UAE Authority (SCA) listed entities in the UAE Federal jurisdiction

Dubai Virtual Asset Regulatory The SCA's local licensing authority for virtual asset
Authority (VARA) activities in the Emirate of Dubai

DIFC Dubai Financial Services Sole regulator for prudential, financial markets and
Authority (DFSA) virtual assets in the DIFC

ADGM Financial Services Sole regulator for prudential, financial markets and

Regulatory Authority (FSRA) virtual assets in the ADGM
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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 g':'?_;’UFTBF*}_SO%R'"
DATE
EU CRR Il EU CRD VI PHASE IN
APPLICATION APPLICATION PRA announced on 17 January a
. further delay to U.K. Both the EU and U.K. propose the
Applies ﬁfal Basel lllstandards  p i generally from 11 implementation of ‘Basel 3.1" until output floor be fully implemented
generally* from1January 2025 January 2026 1January 2027 by 1January 2030.
EU CRR I U.K. SDDT CAPITAL
APPLICATION REGIME

*FRTB standards application  1January 2027 implementation
deferred until 1 January 2028 anticiapted

BCBS STANDARDS ON
PRUDENTIAL
TREATMENT OF
CRYPTOASSET
EXPOSURES

Intended implementation date 1
January 2026

FSB:
¢ Incomplete reform implementation leaves financial system vulnerable to shocks, warns FSB
Chair (G20 letter)
HM Treasury:

e What's past is prologue: building resilience in nonbank financial intermediation (NBFI)

HM Treasury:

e Meeting minutes — July 2025 (Chancellor and BoE Governor), -

BoE:

¢ Financial stability and growth: The Financial Policy Committee’s mandate and the question of
balance - speech by Jonathan Hall at the Confederation of British Industry
e Challenges to financial stability - speech by Andrew Bailey at the Klaas Knot Farewell

Symposium

e UK Islamic Finance and the Alternative Liguidity Facility - slides by Victoria Saporta,
e Acclimatised - speech by Sam Woods at Mansion House,
e Systemic Risk Survey Results - 2025 H2

Risk Capital: -BCBS:
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https://www.fsb.org/2025/10/incomplete-reform-implementation-leaves-financial-system-vulnerable-to-shocks-warns-fsb-chair/
https://www.fsb.org/2025/10/incomplete-reform-implementation-leaves-financial-system-vulnerable-to-shocks-warns-fsb-chair/
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https://www.bankofengland.co.uk/speech/2025/october/andrew-bailey-keynote-speech-at-klaas-knott-farewell-symposium
https://www.bankofengland.co.uk/speech/2025/october/uk-islamic-finance-and-the-alternative-liquidity-facility-victoria-saporta
https://www.bankofengland.co.uk/speech/2025/october/sam-woods-speech-at-annual-city-banquet-at-mansion-house
https://www.bankofengland.co.uk/systemic-risk-survey/2025/2025-h2
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e Basel Committee reports further progress on Basel Il implementation,
o Basel lll risk-based capital ratios increase while leverage ratio and Net Stable Funding Ratio
remain stable for large internationally active banks, latest Basel |l monitoring exercise shows

DG FISMA:

e Questions and answers on leqislative programmes under the Capital Requirements Regulation

EBA:

e The EBA publishes its final draft technical standards on criteria to assess the materiality of CVA
risk exposures arising from securities financing transactions,

e The EBA and ESMA recommend targeted revisions to the investment firms’ prudential
framework

ESRB:

e ESRB risk dashboard, September 2025 (Issue 53)

PRA:
e PS19/25 — Restatement of CRR requirements — 2027 implementation — near-final,
e SoP5/15 — The PRA's methodologies for setting Pillar 2 capital,
e PS18/25 — Retiring the refined methodology to Pillar 2A — near—final,
e PS20/25 — The Strong and Simple Framework: The simplified capital regime for Small Domestic

Deposit Takers (SDDTs) — near-final,
e SS831/15- The Internal Capital Adequacy Assessment Process (ICAAP) and the Supervisory
Review and Evaluation Process (SREP)

Banking
Basel 4; Approaching implementation

Although final rules have been agreed in most jurisdictions, including the EU and UK (Basel 3.1), the US
position remains uncertain. The original Basel Il Endgame proposals were expected to undergo
material updates, and it is possible that under the new Administration they will be substantially watered
down or scrapped altogether. The PRA's decision to delay UK implementation by a further year to 1
January 2027, pending further clarity from the US, has reignited challenges from the EU around the
level playing field. Mandated EBA reviews in 2028 may result in further EU-specific amendments.

Banks face a significant book of work and multiple challenges as they stand up or refresh their Basel
programmes - ranging from gap analysis assessments against existing rules, to identifying and making
necessary changes to operating models, to building new RWA calculators, sourcing data and
submitting model applications. KPMG member firms are actively supporting banks across all aspects
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https://www.bis.org/press/p251003.htm
https://www.bis.org/press/p251023.htm
https://www.bis.org/press/p251023.htm
https://finance.ec.europa.eu/news/questions-and-answers-legislative-programmes-under-capital-requirements-regulation-2025-10-29_en
https://www.eba.europa.eu/publications-and-media/press-releases/eba-publishes-its-final-draft-technical-standards-criteria-assess-materiality-cva-risk-exposures
https://www.eba.europa.eu/publications-and-media/press-releases/eba-publishes-its-final-draft-technical-standards-criteria-assess-materiality-cva-risk-exposures
https://www.eba.europa.eu/publications-and-media/press-releases/eba-and-esma-recommend-targeted-revisions-investment-firms-prudential-framework
https://www.eba.europa.eu/publications-and-media/press-releases/eba-and-esma-recommend-targeted-revisions-investment-firms-prudential-framework
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https://www.bankofengland.co.uk/prudential-regulation/publication/2025/october/restatement-of-crr-requirements-near-final-policy-statement
https://www.bankofengland.co.uk/prudential-regulation/publication/2015/the-pras-methodologies-for-setting-pillar-2-capital
https://www.bankofengland.co.uk/prudential-regulation/publication/2025/october/retiring-the-refined-methodology-to-pillar-2a-policy-statement
https://www.bankofengland.co.uk/prudential-regulation/publication/2025/october/strong-and-simple-framework-the-simplified-capital-regime-for-sddts
https://www.bankofengland.co.uk/prudential-regulation/publication/2025/october/strong-and-simple-framework-the-simplified-capital-regime-for-sddts
https://www.bankofengland.co.uk/prudential-regulation/publication/2013/the-internal-capital-adequacy-assessment-process-and-supervisory-review-ss
https://www.bankofengland.co.uk/prudential-regulation/publication/2013/the-internal-capital-adequacy-assessment-process-and-supervisory-review-ss
https://kpmg.com/content/dam/kpmgsites/xx/pdf/2025/09/basel-3.1.pdf

European London
Venues & Energy
Intermediaries Brokers'
Association Association

of their Basel implementations, leveraging our global expertise — reach out to your local contacts below
to discuss.

Key dates

BCBS
o Standards published 2017
o Proposed implementation timeline from 1 January 2023 with phasing in of output floor
to 1 January 2028

e EU

o October 2021 - European Commission proposed amendments to Capital Requirements
Regulation (CRR3)
June 2024 - final rules published in Official Journal of the EU

o Implementation of most components from 1 January 2025 with phasing in of output
floor to 1 January 2032 (and other transitional measures)
The market risk component (FRTB) was to be implemented from 1 June 2026

o 0On 12 June 2025, the European Commission adopted a delegated act postponing the
date of application by a further year to 1 January 2027

PRA consultation on UK implementation of Basel 3.1 closed 31 March 2023
December 2023 - near-final rules for market risk, credit valuation adjustment (CVA) risk,
counterparty credit risk and operational risk

o September 2024 — near-final rules for credit risk, the output floor and reporting and
disclosure requirements
Q1 2025 - publication of final Basel 3.1 Policy Statement
Implementation from 1 January 2027 with phasing in of output floor to 1 January 2030

e US
o July 2023 - Notice of Proposed Rulemaking (NPR) — US Basel Il Endgame proposals
o September 2024 — confirmation of broad material changes (pending) to proposals
o Estimated implementation from 1 January 2026 to 1 January 2029
e ASPAC
o Implementation dates vary — typically from 2024 to 2025 with a 5-year phase-in for the
output floor

‘Strong and simple’ regime: The PRA has published a near-final policy statement (PS20/25) on the
second and final phase of the 'strong and simple' regime for Small Domestic Deposit Takers (SDDTSs).
The regime, designed to provide a more proportionate and simplified prudential framework for SDDTs in
the UK while safeguarding their financial resilience, includes simplifications to all elements of the
capital stack, including Pillar 1, Pillar 2A, buffers, and the calculation of regulatory capital, as well as to
liquidity and reporting and disclosure requirements. PS15/23 included near-final rules for the first phase
which focused on simplifications to liquidity and disclosure requirements, and the criteria to meet to be
an SDDT. PS20/25 sets out the near-final rules for the simplified capital regime and additional liquidity
elements. It provides feedback to responses received to proposals in CP7/24 and CP9/24, and to
proposals in CP13/24 and CP14/24 that are relevant to CP7/24. The PRA intends to publish the final
SDDT capital regime policies and rule instruments in Q1 2026, for implementation on 1 January 2027 —
in line with UK Basel 3.1 implementation.
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Pillar 2A ‘refined methodology’: The PRA has published a near-final policy statement (PS18/25)
outlining its decision to retire the refined methodology' to Pillar 2A when firms implement the Basel 3.1
standards — specifically the credit risk Standardised Approach (CR SA) — from 1 January 2027. This is
intended to streamline the capital framework and enhance risk sensitivity. The PRA considers that the
CR SA, combined with other changes, will sufficiently reduce the disparity between IRB and CR SA risk
weights, making the refined methodology redundant. The PRA has also issued final policy materials
introducing minor clarifications to the approaches to Interest Rate Risk in the Banking Book (IRRBB)
and pension obligation risk Pillar 2A.

Restatement of CRR requirements: The PRA has published a near-final Policy Statement (PS19/25)
relating to the restatement of Capital Requirements Regulation (CRR) requirements, incorporating
feedback to Consultation Paper (CP13/24). PS19/25 finalises policies for remaining proposals from
CP13/24 not concluded in PS12/25, specifically focusing on securitisation requirements, other CRR
requirements and External Credit Assessment Institution (ECAI) mapping. The new requirements will be
implemented on 1 January 2027.

Remuneration reform: The PRA and FCA have published a joint Policy Statement (PS21/25) on
remuneration reform. The PS is relevant for banks, building societies and PRA-designated investment
firms and is intended to ensure better alignment between the financial incentives of staff, particularly
those with a material impact on risk, and the long-term interests of firms and the UK economy. It
finalises proposals from CP16/24 and CP24/23, which aimed to make the remuneration regime more
proportionate and tailored to the UK market. Key changes include a reduced minimum deferral period
of four years for all Material Risk Takers (MRTs), the introduction of a marginal deferral system for
bonus awards, and increased flexibility regarding the proportion of variable remuneration paid in cash
versus instruments.

Green finance, ESG & Disclosures

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

Proposal

Timings currently in the CSRD

1
i
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COP30 has just wrapped up, and, as with every summit, opinions will differ on whether it was a success or a
disappointment. As COP30 President André Corréa do Lago put it, this conference should be remembered as “the
beginning of a decade of turning the game.” Achieving consensus proved challenging, particularly on fossil fuels
and deforestation, as geopolitical tensions continue to dominate climate negotiations.
e When energy, artificial intelligence, defence, and sovereignty shape political agendas and investment
strategies, climate, and the broader social dimension—risks being pushed down the list of priorities.
e Against this complex backdrop, COP30 concluded two weeks of intense negotiations in Belém with
ratified decisions poised to influence corporate climate strategy for years to come.

Sustainable investing continues its rapid evolution. According to the Global Sustainable Investment Alliance, what
was once a niche practice has become mainstream, with fund-level sustainability disclosures gaining depth and
consistency. The report notes a growing emphasis on aligning industry practices with measurable, real-world
impact. SFDR 2 proposals, Omnibus 1 reforms, and ICMA’s new Climate Transition Bond Guidelines signal higher
expectations for transparency and credibility, and high-profile ESG disputes continue to make headlines.

SFDR 2 — formal draft published. This webinar can now be viewed on-demand.
SFDR II; Five Key Scope Changes

® @& = ® @

Article 8/9

New product

Naming and

Scope changes

PAl regime

categories marketing rules
Current Article 8 Portfolio Principal Adverse
and Article 9 Three new Funds falling management out of Impact regime
disclosure regime mandatory product anfieide e e scope entirely removed at
will be scrapped categories: categories subject manager-level
to strict new rules Investment advice

No grandfathering! Transition on use of out of scope PAIl almost

ESG Basics sustainability terms completely

Sustainable removed at fund-

SFDR2 proposals; New Mandatory Product Categories

Re-cap: current product disclosure rules under SEDR 1

level

ANDL... new “combined
category for product
investing in more than one
of Article 7/8/9

9 (new Articte 9a)
Article 8 - promoting environmental or
social characteristics ESG Basics (new Article 8) ™\
- integrates sustainability factors in investment strateqy, \
beyond consideration of sustainability risks
/ rother 1 “Articla & - et ol i . e J ~
e ‘Other” / “Article 6" - not falling into N .
/ Article 9 or Article & \ y - Other funds (new Article 6a) A
pa S - not falling into any of new Articles 7, 8 or 9 ™
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New Article 7/8/9 framework

Detailed requirements for new Article 7/8/9

Similar framework for each of the three m

new categories (with differences in the

detail Minimum investment At least 70% alignment with specified objectives
etail) commitment

N N Alternative minimum = Replicates an EU CTB (Article 7 only)
Minimum investment commitment B + Replicates an EU PAB (Article 7 and 9)
= Minimum Taxcnomy-alignment of at least 15% (Article 7 and 9)
Mandatory exclusions - -
Mandatory exclusions Controversial weapons, tobacco, UNGC and OECD violators, and 1% coal revenue
List of permitted investment types
P ¥P Additional exchmions B e e SO e e e e e )

- Companies deriving revenue: 10% from oil, 50% from gas, 50% from high GHG-intensity electricity (Article 9 only)
Preduct categories are mandatory — breach of SFDR 2 to claim
a fund invests in a manner specified in Article 7/8/9, unless fund

A Principal adverse impact = No (Article 8 only)
qualifies for a category disclosures required? + Yes (Article 7 and 9)
Exemption for closed ended funds marketed before SFDR2 comes |  permitied investments + Each category has a specific list of defined, permitted investments
into force * Note: final catch-all allowing other investments with “proper justification”... may prove important!
NOTE: a leaked proposed exemption for professional-only Impact-related strategy + No (Article 8 only)
marketing of AlFs was not carried into the formal proposal permitted? + Yes (Article 7 and 9)
SEDR 1 (current Article 8/9) SFDR 2 (new Article 7/8/9)
Mandatory pre-contractual and + Current SFDR RTS will be
annual disclosures for Article 8 and scrapped

Article 9 funds
+  Current mandatory disclosure

Mandatory + Must use mandatory templates in templates will be scrapped
disclosures for new o Annexes to SFDR RTS o
Article 7/8/9 . + To be replaced with short _fom
18/ «  Very detailed templates and disclosure templates (maximum
generally seen as cumbersome length = 2 pages)
process
*  Website: no additional disclosures
Additional website disclosures to (simply a repository for pre-
provide further information contractual and periodic

disclosures)

Other Funds: A new Article 6(a)
Article 6a

New product type: new Article 6a expressly defines a new type of product
not falling into the new Article 7/8/9 categories

+  Signifcant new restrictions on ability of Article 6a funds to refer to
sustainability in name or marketing materials (see next slide)

» In effect: not permitted to market a fund by reference to sustainability
factors, unless it's an Article 7/8/9 fund

Detailed Restrictions for the new Article 6(a)

Prohibited for Article 6a

May voluntarily include in the pre-contractual disclosures + Cannot refer to sustainability factors in the name of the
information on whether and how the product considers sustainability financial product

factors provided that it is not a central element of the pre-contractual

disclosure. « Cannot refer to sustainability factors in the marketing

materials of the financial product
“Not a central element”:

- secondary to the presentation of the fund's characteristics - Cannot refer to sustainability factors in the KIID of the
* neutral financial product
« limited to less than 10% of the volume occupied by the
presentation of the fund's investment strategy + Cannot make a claim which would trigger Article 7, 8 or 9
status - i.e. cannot claim that the fund:
Annual report: if an Article 6a fund includes sustainability o has transition objectives
information in PCDs, then it must include in annual report a o integrates sustainability factors in the investment
description of the consideration of sustainability factors strategy (beyond the consideration of sustainability
risks)

o has sustainability objectives, or
o has impact objectives
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SEDR 2 proposals: reduced scope (asset management focus)

Financial Market
Participants

L N

iF
UCITS

ManCos

Re-cap: current general disclosures under SEDR 1

Sustainability risks policy (Art 3) internal integration

Remuneration disclosure (Art 5)

Risk integration

Sustainability risks policy and internal integration

impact of risks on returns (Art 6)

Manager
level

SEDR 2 proposals: changes to general requirements

Sustainability risks policy (Art 3) internal integration

Remuneration-disclosuretArt5)

Risk integration

Sustainability risks policy and internal integration

impact of risks on returns (Art 6)

Existing risk integration rules remain effectively
unchanged

(NB — manager-level remuneration disclosure
requirement removed)

GLOBAL DEVELOPMENTS

Manager
level

Financial
Products
o7 BN,
J \ Investment
AlFs advice
naged
UCITS acMlints
funds

external harm Principal adverse impacts policy (Art:

4) (or explain non-compliance)

PAl regime

external harm Principal adverse impacts policy (Art:

7) (or explain non-compliance)

external harm Prin%pal adverse impacts poligh (Art:
4) explain non-compliffnce)

PAI gEO\Me

external harm Pr% adverse impacts er{
) (or explain non-compliance

Manager-level and product-level PAl regime to be
scrapped

(NB — some PAI disclosures to remain, but only for
new Article 7 and Article 9 funds)
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1. COP30 Global Mutirdo; What: At COP30 in Belém, nearly 200 countries adopted a “Global Mutirdo”, a collective
effort framework signaling renewed multilateral commitment to climate action.
e Although the final agreement delivered some advances on climate finance, adaptation, just transition and
resilience, it conspicuously omitted binding language on fossil fuel phase-out and failed to commit to
deforestation elimination, highlighting persistent political divisions despite broad calls for urgent action.
o Adaptation and resilience gains: COP30 adopted a (slightly pared down) global indicator
framework under the Global Goal on Adaptation (GGA), enabling countries to report progress on
water security, health, ecosystems, infrastructure, poverty and more. COP30 also called for a
tripling of adaptation finance by 2035.
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o Climate finance mobilisation: The Global Mutirdo reaffirmed calls for scaling up public and
private climate finance, with renewals of prior targets and renewed emphasis on transparency,
investment planning and implementation.

o Just transition and inclusion: The agreement establishes a new just transition mechanism, with
explicit references to Indigenous rights, labour protections and biodiversity, a broader take than
prior COP texts on equity and social dimensions of climate action.

o Commitment momentum on NDCs: As of the start of the conference, roughly two thirds of
Parties had submitted (or updated) their Nationally Determined Contributions, up from about one
third at the outset. This renewed wave of ambition responds to the findings of the first Global
Stocktake under the Paris Agreement.

o Water and resilience themes elevated: Water was treated as a core pillar of resilience planning.
COP30 elevated water adaptation programmes and recognised water risks as central to
sustainable finance assessments.

COP30's Global Mutirdo reflects a pragmatic bargain — progress where possible, compromise where
necessary — but also underscores the limits of consensus driven climate diplomacy in a fractious world.
For investors, companies and public policy actors, the takeaways are mixed.

On the positive side, the strengthened adaptation framework, just transition commitments and renewed
NDC momentum create an environment more favourable to resilience oriented investments, climate risk
disclosure and transition planning. The explicit elevation of water risk and resilience opens a new lens for
credit risk models, sustainable infrastructure financing and climate resilient project design.

On the downside, the failure to lock in fossil fuel phaseout or forest protection means decarbonisation
remains partial and uncertain. The reliance on voluntary, presidency driven roadmaps adds additional
uncertainty about long-term systemic change.

Looking ahead to COP31, jointly organised by Tirkiye (host) and Australia (presidency), negotiators will
face mounting pressure to turn voluntaristic signals into binding commitments, especially on fossil fuels
and forests.

2. ICMA launches climate transition bond label; On 6 November, ICMA released the Climate Transition Bond

Guidelines (CTBG), introducing a new, standalone label, the Climate Transition Bond (CTB), under the umbrella of the
global sustainable bond market. The new guidance provides issuance-level standards aimed at enabling credible
transition financing, especially for high-emitting issuers and hard-to-abate sectors that have struggled to benefit from
traditional green or sustainability financing instruments.

The CTBG complements the entity-level recommendations of the updated Climate Transition Finance
Handbook (CTFH), giving market participants a concrete toolkit for structuring and evaluating bonds that
support decarbonisation or transition-related projects.
o The CTBG establish the CTB label for use-of-proceeds bonds allocated to defined Climate
Transition Projects (CT Projects).
o Eligibility criteria and safeguards for CT Projects are defined, with an initial non-exhaustive list of
eligible project categories included in the Guidelines.
o Issuers are required to articulate a credible climate transition strategy and disclose climate-
related governance and performance metrics.
o Issuers are encouraged to align projects with science-based decarbonisation pathways, official
taxonomies, and transition roadmaps.
o High-emission entities can structure transition-themed Sustainability-Linked Bonds (SLBs) under
the CTBG framework.
o lllustrative annexes guide issuers to relevant taxonomies, official and market guidance,
decarbonisation pathways, and resources to avoid carbon lock-in.
o The CTBG provide a pathway for high-emitting sectors to access transition finance,
complementing existing green, social, and sustainability bond markets.
The new framework materially strengthens integrity expectations, but leaves room for future contention:
o Legal certainty improves for buyers, but developers face more complex contractual risk
allocation and potential renegotiation of offtake terms.
o Risktools evolve: We expect growing appetite for Article 6.4-compliant insurance and guarantee
products, including blended finance structures backed by MDBs or export credit agencies.
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o Permanence still contested: The decision introduces only limited monitoring periods, with exact
duration left to be set by individual methodologies. Without a defined "negligible risk" benchmark,
there is a risk of uneven implementation and a potential "race to the bottom" between
methodologies.

o Action point for clients: Investors should prepare for permanence becoming a due diligence line
item equivalent to credit default risk, with contractual representations likely to evolve from
volume delivery clauses to "like-for-like permanence" guarantees tied to buffer and insurance
performance.

e The publication of the CTBG marks a milestone in sustainable finance. It represents a significant
evolution of the bond market's capacity to channel capital into transition, not just into already “green”
activities, but into the sectors whose decarbonisation remains most challenging yet most critical for
global climate goals. For corporates, financial institutions, and investors alike, the CTB label offers a
credible and potentially scalable instrument to finance transition in high-emission sectors.

e However, the impact of the CTBG will depend heavily on the rigour of implementation. The risk of
greenwashing or “transition-washing” cannot be ignored, in particular, if issuers treat CTBs as simple re-
labelling tools without committing to long-term decarbonisation or if external reviews lack depth. The
independence and technical expertise of reviewers will be pivotal. External review, transparent reporting,
and evidence of alignment with robust decarbonisation pathways must become the norm for CTBs to
deliver real value.

e From the investor perspective, CTBs broaden the investable universe, but may also bring additional
scrutiny: credit-analysis must integrate transition-related risks, such as stranded-asset risk, future
regulatory shifts, and carbon-price exposure, particularly in hard-to-abate sectors. For transition-focused
funds and ESG-driven investors, CTBs are an opportunity.

Global: ISSB moves forward on nature standard-setting — Following findings from its biodiversity, ecosystems,
and ecosystem services (BEES) research into nature-related risks and opportunities, the International
Sustainability Standards Board (ISSB) confirmed on 6 November is to move forward with a “standard-setting
process” for disclosure on nature-related risks and opportunities, building on existing nature-related requirements
within its two existing sustainability standards — IFRS S1 and S Following this decision, the Taskforce on Nature-
related Financial Disclosures (TNFD) announced it will complete technical work in progress by the third quarter of
2026 and pause any further technical guidance to support the ISSB.

Global: The TNFD issues draft guidance for nature transition plans — On 27 October, TNFD published new
guidance to help organisations develop and disclose transition plans focused on nature, drawing heavily on best
practices from climate transition planning. The document outlines a structured framework covering foundations,
implementation strategy, engagement, metrics and targets, and governance, signalling a shift towards integrating
biodiversity and nature related strategies with corporate disclosure regimes.

Caribbean debt-for-resilience initiative launched at COP At COP30, the IDB, CAF and CDB launched a joint initiative
to scale up debt-for-resilience swaps, helping Caribbean governments free up fiscal space for climate adaptation.
The platform aims to streamline transactions, improve coordination across guarantors and embed support for
regional public goods in each swap.

Global forestry natural capital accounting report released — On 6 November, the International Sustainable
Forestry Coalition (ISFC) released the Forestry Natural Capital progress report, “Forests and the Future
Bioeconomy”, a key milestone in the sector’s global collaboration that defines seven priority ecosystems and
create the first harmonised framework for measuring and valuing forests’ contributions to the economy, society,
and planet.

Global: New study warns of deep-sea mining impacts on marine food chains — On 6 November, a new University
of Hawai'i at Manoa study reported that waste plumes from deep-sea mining could disrupt ecosystems in the

ocean’s “twilight zone” (200-1,500 m deep). The research warns that sediment discharge may replace nutrient-
rich particles with “junk food” for zooplankton, threatening marine biodiversity and global fisheries.
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Global: UNEP FI publishes the report ‘Climate Stress Testing Methodologies for Banks: Current Practices,
Challenges, and the Road Ahead’ —Drawing on surveys and workshops with over 20 participating banks, the report
consolidates available data and insights to guide financial institutions in understanding evolving climate risk
stress-testing practices and enhancing their risk management frameworks.

EUROPEAN DEVELOPMENTS

1. SFDR 2.0: an ESG earthqguake on its way; On 20 November, the European Commission published its highly-
anticipated proposals for SFDR 2, to replace the current SFDR. The proposals are an earthquake for the ESG
regulatory regime in Europe, and could be in force by 2027 or 2028.

e The proposals for SFDR 2 represent a complete overhaul of the existing SFDR regime. SFDR 2 would
represent revolution (not evolution) for the current rules. In likely order of priority for asset management
firms, the five most important changes are:

o The current Article 8 / Article 9 regime will be removed, with no specific grandfathering regime.
Existing Article 8/9 funds would either need to meet the strict conditions to qualify for a new
product category, or cease making sustainability claims about the product. In place of the Article
8/9 regime will be three mandatory product categories:

i. transition category,
ii. ESG basics category (integration of sustainability factors); and
iii. sustainable category.

o The product categories will be based around a common framework of minimum 70% alignment,
mandatory exclusions, and a mandatory list of permitted investment types (and some of the
detail will be in new RTS, which have not yet been published). A proposed exemption for
marketing to professional investors only is not part of the draft.

o Portfolio management (and investment advice) will no longer be financial products in scope of
SFDR, which means that SFDR disclosures will not be required (or available) in relation to
segregated mandates.

o The current Principal Adverse Impact (PAI) regime will be removed.

o There will be new naming and marketing restrictions for the use of sustainability terminology.

e All firms currently subject to SFDR will need to review the SFDR 2 proposals closely and begin an impact
assessment process. Some aspects of the proposals are good news. However, the replacement of the
current Article 8/9 regime with the three new product categories will represent a significant change in
business models for firms that currently manage Article 8/9 funds. They will either need to upgrade or
stop making sustainability claims.

e To guide clients through these changes, Simmons & Simmons has prepared a client note “SFEDR 2: an
ESG earthquake is on its way".

e Next steps: It's worth emphasising that the text published by the Commission is not yet law. Itis a
legislative proposal, which is subject to the ordinary EU law process:

o The Commission's proposals have been submitted to the Council of the EU (representing the
governments of the 27 Member States) and the European Parliament for scrutiny.

o Each co-legislator will assess what changes it wishes to see to the Commission's text - having
decided this, they will hold trilogue negotiations to reach a political agreement on a final text.

o Once formally approved by each institution, the agreed text will be reviewed to remove any typos
or obvious errors and then translated into the official languages of the EU.

o Finally, the agreed text will be published in the Official Journal - this will then make it possible to
calculate when the new provisions will come into effect.

e Based on comments in the legislative proposal, SFDR 2 could be in force by 2027 or 2028, but this
remains to be seen.

e Although SFDR 2 is likely to be several years away, firms subject to SFDR will need to begin an early
impact assessment and scoping exercise. This will be particularly important for current (or proposed)
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funds falling under the current Article 8/9 regime, to work out where they will sit in the proposed Article
7/8/9 categorisation regime.
2. CSRD and CSDDD simplification: EP adopts negotiating mandate; On 73 November 2025, the EP adopted its
negotiating mandate on the EC’s proposal for an Omnibus directive simplifying sustainability reporting and due
diligence requirements introduced by the Corporate Sustainability Reporting Directive (CSRD) and the Corporate
Sustainability Due Diligence Directive (CSDDD).
e The updated rules form part of the Omnibus | simplification package, proposed by the EC on 26 February
2025. For more information, please see our client note here. Although the adopted text has not yet been
published, the EP has issued a press statement outlining its proposals.

e CSRD

@)

@)

e (CSDDD

@)

@)

Scope: The employee threshold under the CSRD would be raised to 1,750 employees, with a net
annual turnover of EUR 450 million. These thresholds would also apply to Article 8 taxonomy
reporting.

Reporting requirements: Reporting standards would be further simplified and reduced, with fewer
qualitative details required. Sector-specific reporting would become voluntary.

Digital portal: MEPs have called on the EC to establish a digital portal to provide free access to
templates, guidelines and information on EU reporting requirements, complementing the
European Single Access Point (ESAP).

Value chain cap: Smaller companies would be protected from excessive information requests by
larger business partners, who would be limited to requesting only what is required under the
voluntary standards.

Scope: The thresholds would remain at over 5,000 employees and a net annual turnover of more
than EUR 1.5 billion for EU companies.

Due diligence: In-scope companies would be required to adopt a risk-based approach to due
diligence under Article 8.

Climate transition plan: The requirement to produce a climate transition plan under Article 22
would be removed, limiting obligations to mitigation targets and delaying their adoption by two
years.

Civil liability: Companies in breach of the directive would be held liable at the national, rather than
EU, level and would be required to fully compensate their victims for damages.

e Next steps: On 18 November 2025, trilogue negotiations with EU member states commenced.
Lawmakers aim to finalise the law by the end of 2025.

3. Italy updates Consumer Code to tackle misleading sustainability claims; On 5 November 2025, the government
of Italy approved a legislative decree transposing Directive (EU) 2024/825 into national law, thereby updating the
domestic Codice del Consumo (Consumer Code) to strengthen consumer protections against misleading
sustainability and ESG-related claims.
e The new rules aim to crack down on vague, unverifiable or misleading “green” or “sustainable” claims
made by companies, sometimes referred to as “greenwashing”’, by embedding clarity, substantiation and
compliance obligations into law.

o

The transposition updates the list of “unfair commercial practices” in the Consumer Code:
environmental claims that are generic, unsubstantiated or misleading — for example “carbon
neutral”, “zero impact’, “climate neutral” when based solely on offsetting or unsupported
assumptions — are now prohibited when they lack clear, comparable, verifiable evidence.

The decree introduces statutory definitions for “environmental claim”, “sustainability label”,
“durability” and “repairability”, aiming to provide clarity for traders, consumers and enforcement
authorities about what qualifies as a legitimate sustainability or ESG statement.

New disclosure requirements apply, including transparent sustainability information in product
labelling and online contracts; for instance, harmonised notices on legal guarantees, durability
and repairability must be provided where relevant.
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o The enforcement and sanctioning power rests primarily with the Autorita Garante della
Concorrenza e del Mercato (AGCM), which will monitor compliance and may apply penalties for
unfair commercial practices under the updated provisions.

o The transposition aligns Italy with the broader EU regulatory framework under the Empowering
Consumers Directive, which amends the existing Unfair Commercial Practices Directive
(2005/29/EC) and Consumer Rights Directive (2011/83/EU) to embed sustainability transparency
and consumer rights in the green transition context.

The Italian transposition of the Empowering Consumers Directive represents a significant leap forward in
embedding ESG integrity and consumer protection into domestic law. By outlawing vague or unsubstantiated
claims and requiring clearer labelling, Italy is setting a standard for accountability in sustainability communication,
a shift that will likely reshape corporate behaviour across sectors such as fashion, consumer goods, electronics,
and more.

4. EC publishes “quick fix" delegated regulation in Official Journal; On 70 November 2025, the European
Commission (the Commission) published a “quick fix” delegated regulation in the Official Journal. The delegated
regulation will enter into force on 13 November 2025 and applies retrospectively to financial years beginning on or
after 1 January 2025.

e By way of background, the “stop-the-clock” directive, introduced as part of the Omnibus | package, delays
the application of Corporate Sustainability Reporting Directive (CSRD) for wave two and three companies
by two years. However, the stop-the-clock directive does not delay the reporting requirements for wave
one companies. This means that, without this new delegated act, wave one companies would have been
required to report additional information for financial years 2025 and 2026.

e Asaresult, the quick fix delegated act revises the first set of European Sustainability Reporting Standards
(ESRS) under the CSRD for wave one companies already conducting corporate sustainability reporting for
the 2024 financial year.

e Forour article on the Commission’s adoption of the draft delegated regulation, see here.

e The “quick fix" delegated regulation:

o delays by two years the requirement for wave one companies to report on the anticipated
financial effects of sustainability-related risks until 2027.

o extends to all wave one companies (not only those with up to 750 employees) the phase-in
provisions relating to ESRS E4 (biodiversity and ecosystems), ESRS S2 (workers in the value
chain), ESRS S3 (affected communities), and ESRS S4 (consumers and end-users).

o extends to all wave one companies the safeguard provision, which provides that where an
undertaking uses temporary exemptions for a complete topical standard, it is still required to
report summarised information on the relevant topic if it has concluded that the topic is material.

e Next steps: The Commission and EFRAG (European Financial Reporting Advisory Group) are working on
separate legislation to simplify and clarify the ESRS Regulation.

5. Big industrial-investment push on SAF; In early November 2025, the European Commission published its
Sustainable Transport Investment Plan (STIP), which forms part of the broader industrial policy framework (Clean
Industrial Deal, Competitiveness Compass) to scale up renewable and low-carbon fuels in aviation and maritime
transport.

e The plan estimates a requirement of around 20 million tonnes of sustainable alternative fuels by 2035 (=
13.2 Mt biofuels + 6.8 Mt e-fuels) to fulfil the obligations under the ReFuelEU Aviation and FuelEU
Maritime Regulations.

o Tomeet this scale, the investment need is estimated at about €100 billion by 2035.

o Short-term mobilisation: at least €2.9 billion from EU instruments by end-2027 (including
€2 billion via InvestEU, €300 million via the European Hydrogen Bank for hydrogen-based
aviation/maritime fuels, €133 million under Horizon Europe for R&l, and specified amounts for
synthetic aviation and maritime fuel projects).

o The STIP emphasises regulatory stability, investment de-risking (e.g., revenue-certainty
mechanisms), and industrial competitiveness / energy-security arguments (less reliance on fossil
imports).
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o Stakeholders such as ACI EUROPE (airports) welcome the signal, but emphasise that funding
remains insufficient relative to the scale of the challenge, citing the need for mechanisms such
as "Book & Claim” for SAF trading and extension of the EU Emissions Trading System (ETS) SAF
allowances.

o According to the International Council on Clean Transportation (ICCT), the biggest barrier to
scaling e-kerosene (synthetic SAF) remains financing and investment risk (high capital cost,
uncertain offtake, revenue gap). The STIP’s focus on revenue-certainty mechanisms is therefore
significant.

e Entities in the aviation/airport/fuel-supply chain should treat the STIP as a market-making framework and
an indicator of future demand and regulatory expectations.

e When advising on public-procurement or contracting for SAF feedstock, production or offtake, attention
should be paid to the mechanisms under the STIP (e.g., possible offtake guarantees, auction
mechanisms, revenue-certainty tools).

e For public clients or regulators, the STIP underscores the importance of national coordination (Member
States) with EU frameworks and alignment between transport, climate and energy policy.

e Forinvestors or project developers, the funding envelope is still modest relative to the required
investment; due diligence should stress the commercial model (gap between SAF cost and fossil jet fuel,
offtake agreements, feedstock security, permitting).

UK DEVELOPMENTS

1. UK publishes Carbon Budget and Growth Delivery Plan; On 29 October, the UK government published the
Carbon Budget and Growth Delivery Plan (CBGDP), outlining how the UK intends to meet its legally binding carbon
budgets under the Climate Change Act 2008 and fulfil its commitments under national and international climate
frameworks.

e This updated delivery plan is the response to recent legal rulings requiring clearer evidence that policies,
not just targets, will deliver the greenhouse gas reductions mandated by law.

o Carbon budget coverage: The Plan covers Carbon Budgets 4, 5 and 6, spanning the period to
2037. These legally binding five-year caps on UK emissions are advised by the independent
Committee on Climate Change (CCC).

o Sectoral measures: The plan sets out over 300 policies across key sectors, power, industry,
transport, heat and buildings, waste, land use, and greenhouse-gas removals, outlining how these
combined efforts are projected to meet carbon budgets.

o Economic and energy framing: Decarbonisation is positioned as a driver of economic growth,
energy security, job creation, and lower bills. Measures emphasise renewable power, low-carbon
hydrogen and nuclear, grid upgrades, and clean-tech investment, reflecting a combined
environmental and industrial strategy.

o Social and fairness considerations: The plan highlights the need for a just transition, ensuring
equitable access to benefits from clean energy and green jobs, and recognising the contributions
required from all parts of society.

o Legal robustness and oversight: Following High Court rulings, the Plan provides detailed policy
pathways, sectoral breakdowns, and quantified emission-reduction projections. Progress will be
monitored by the CCC and subject to parliamentary scrutiny.

e The Carbon Budget and Growth Delivery Plan represents a decisive step toward restoring credibility and
clarity to UK climate policy. After repeated legal challenges and uncertainty, the government now
presents a comprehensive, evidence-based roadmap. By combining emissions reductions with economic
growth, jobs, and energy security, the Plan may help broaden support for the net-zero transition beyond
environmental constituencies.

UK government publishes updated draft legislation on the regulation of ESG ratings providers; On 27 October
2025, the UK Government laid before Parliament the draft statutory instrument titled Financial Services and Markets
Act 2000 (Regulated Activities) (ESG Ratings) Order 2025 (the Order) accompanied by a draft Explanatory
Memorandum. If adopted, the Order will amend the existing Regulated Activities Order to designate the provision of
ESG ratings as a regulated activity under the Financial Conduct Authority’s (FCA) remit, effective from 29 June 2028.
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Definition and scope: Under the draft Order, an "ESG rating” means an assessment relating to one or more
environmental, social or governance factor, produced using a defined methodology and expressed as a
score, opinion, letter or other ranking format.

The activity becomes regulated only if the rating is made available to others (e.g. published or shared)
and is likely to influence a decision to invest in a “specified investment” under Part 3 of the Regulated
Activities Order.

Who is covered — domestic and overseas providers: The draft instrument applies to UK based ESG
ratings providers and to overseas providers whose ratings are made available to UK persons — unless the
overseas provider receives no remuneration for the rating.

Exclusions and proportionality: The Order defines a number of carve outs, including: intragroup ratings
not publicly shared, ESG data or research without a defined rating process, ratings produced for internal
or legally required purposes, or ratings that accompany other regulated services (e.g. credit ratings or
benchmark services).

This targeted, proportionate approach limits regulation to instances where ESG ratings are used
materially, such as for investment decisions.

Transitional regime: The Order allows for applications for FCA authorisation ahead of the 2028 effective
date. Firms that apply within the relevant application period may continue existing ESG rating activities
even if authorisation is pending. Transitional and savings provisions expire one year after the main
commencement date.

FCA rulemaking ahead: The FCA has publicly welcomed the draft legislation and indicated it will publish
detailed rules and guidance by yearend, targeting key areas such as transparency of methodology,
governance, controls and conflict of interest management.

This draft UK legislation constitutes a landmark shift for ESG ratings providers worldwide. For the first
time, ESG ratings will fall under a formal regulatory framework, bringing clarity and accountability to what
has been a largely unregulated space.

The clear statutory definition, targeted scope and thoughtful exclusions strike a balance between
ensuring integrity and avoiding over regulation. By limiting regulatory reach to ratings likely to influence
investments, the Order avoids burdening academic research, ad hoc analysis or internal ESG
assessments.

The UK’s move may set a precedent for other jurisdictions seeking to bring ESG data providers under
formal regulatory supervision. As the sustainable finance ecosystem continues to mature, oversight of
ESG ratings providers is likely to become the norm rather than the exception.

3. FRC publishes new standard for sustainability assurance; On 72 November 2025 the Financial Reporting Council

(FRC) published ISSA (UK) 5000, a new standard setting requirement for sustainability assurance engagements in

the UK.

ISSA (UK) 5000 provides a UK-specific version of the global standard issued by the International Auditing
and Assurance Standards Board (IAASB), establishing general requirements for both limited and
reasonable assurance over sustainability reporting.

The standard is voluntary but aims to promote consistency and quality in sustainability assurance,
helping build credibility and comparability of ESG disclosures across companies and sectors.

The timing comes against a backdrop of ongoing consultations on broader UK sustainability reporting
reforms, including proposed mandatory reporting under new UK Sustainability Reporting Standards (UK
SRS) and potential regulation of assurance providers

ISSA (UK) 5000 is a significant development for the UK’'s ESG ecosystem. Even as a voluntary standard, it
raises expectations for assurance quality, transparency, and comparability of sustainability disclosures.
Early adopters, both issuers of sustainability reporting and assurance providers, may gain advantages in
terms of process clarity, market credibility, and investor confidence, particularly if future mandatory
reporting or assurance requirements are introduced.

At the same time, companies and practitioners should be aware of potential short-term burdens,
including adapting existing reporting practices, ensuring methodological alignment, and managing
resource implications. Overall, the standard represents an important step toward strengthening trust in
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UK sustainability reporting, while providing a foundation for the likely evolution of more formal assurance
obligations.
Europe: EUDR Amendment: Parliament and Council align on delay and simplifications — Following separate votes
on 19 November (Council) and 26 November (Parliament), the EU institutions agreed to reopen and postpone the
implementation of the EU Deforestation Regulation by one year, shifting the compliance date for large operators
to

Europe: The EIB extends its Green Checker tool - The European Investment Bank has expanded its Green Checker
tool worldwide, giving public bodies, financial intermediaries and SMEs free access to a simplified pre-
assessment of project eligibility under EU Taxonomy and EIB climate criteria, aimed at accelerating access to
green finance beyond the EU.

Europe: EU environment ministers strike 2040 goal: 90% emissions cut agreed - On 5 November, EU environment
ministers struck a deal committing to a 90% cut in greenhouse gas emissions by 2040 compared to 1990 levels.
Under the agreement, member states may satisfy up to 5% of the reduction target through foreign carbon credits,
with a possibility to increase that limit in the future.

Europe: EU publishes FAQ on green bonds - On 6 November, the European Commission released a notice
answering frequently asked questions to clarify key provisions of the EU Green Bond Regulation and explain how
the rules will apply in practice.

Europe: EBA issues final Guidelines on environmental scenario analysis — On 5 November, the European Banking
Authority released its final Guidelines outlining how banks should conduct forward-looking environmental
scenario analysis. The framework, which applies from 1 January 2027, sets expectations for integrating
environmental risks into stress testing and longer-term resilience assessments, reinforcing EU wide standards
under CRD6 and CRR

ASIA DEVELOPMENTS

1. South Korea: Mandate signals in the Asia-Pacific region; What: The Government of South Korea recently
announced a binding blending mandate for SAF on international departing flights from its airports.

e From 2027 the SAF-blending requirement will start at 1% for international departures.

e By 2030 atarget range of 3—5%, and by 2035 up to 7-10%, subject to final ratios set in 2026 and 2029
respectively.

e From 2028, airlines will need to ensure that at least 90% of their annual refuelling volume at Korean
airports meets the SAF requirement.

e Penalties for non-compliance may be as high as 150% of the average SAF transaction price multiplied by
the shortfall, though enforcement may be phased in.

e Incentives: e.g., airlines exceeding the mandate may receive extra points in international route allocations;
subsidies/fee-reductions for SAF users; a “SAF Alliance” between industry and government.

e This positions South Korea among the first major Asian aviation hubs with a binding SAF regulation —
signaling that SAF is moving from voluntary to mandatory in key jurisdictions. The mandate creates a
clearer demand horizon for SAF supply chains in Asia, which may attract investment in feedstocks,
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production or offtake in the region. The supply-chain obligations (refiners, importers), carrier obligations,
penalty structures and deferral mechanisms will require careful contract and regulatory review.

Americas: The Canadian government proposes amendments to greenwashing law - As part of the Federal Budget
released on 4 November, the federal government has unveiled draft changes to the Competition Act that would
revise rules on environmental claims. The proposal removes the requirement to substantiate such claims using
an “internationally recognised methodology” and withdraws the right of third parties to bring complaints directly to
the Competition Tribunal.

Americas: Brazil establishes Sustainable Taxonomy - On 3 November, Brazil published the Brazilian Sustainable
Taxonomy (TSB) as an instrument of the Federal Executive’s Ecological Transformation Plan. The framework
classifies economic activities, assets, and projects that contribute to ESG objectives, based on scientific evidence,
as part of Brazil's Ecological Transformation Plan.

Asia: Singapore named three carbon-rating firms to bolster international credit integrity — On 7 November 2025,
the National Environment Agency (NEA) announced the appointment of BeZero Carbon Ltd, Calyx Global, Inc and
Sylvera Ltd as independent service providers to assess carbon-credit methodologies and projects under
Singapore’s International Carbon Credit (ICC) Framework.

Asia: Tokyo issues world's first resilience-certified climate bond— In October, the Tokyo Metropolitan Government
(TMG) issued the first-ever bond certified under the Climate Bonds Initiative’s Resilience Taxonomy, marking a
major milestone for adaptation and resilience-focused sustainable finance. The €300 million (¥53 billion) five-year
resilience-labelled bond will fund upgrades to coastal protection infrastructure at the Port of Tokyo, the
development of sediment control facilities, and measures to strengthen river flood resilience.

CONSULTATIONS

1. SBTi launches second consultation on Corporate Net Zero Standard V2, On 6 November 2025, the Science
Based Targets initiative (SBTi) published the second draft of its revamped Corporate NetZero Standard (Version 2.0),
opening a new public consultation. The update aims to make science based climate action more accessible and
actionable across sectors and geographies, including a formal recognition mechanism for companies that take
responsibility for ongoing emissions beyond their value chain.

e The draft Standard provides a simpler, more streamlined structure intended to enhance clarity, usability
and scalability of net-zero target setting.

e |t maintains net-zero alignment with science-based climate goals, combining near-term action with long-
term ambition and requiring companies to publish transition plans covering both operations and value
chain emissions.

e Anew "Ongoing Emissions Responsibility” (OER) framework is introduced, allowing companies to take
responsibility for residual emissions via verified mitigation outcomes or climate finance — recognising
early voluntary action while companies still reduce their own emissions.

e The second public consultation is open from 6 November 2025, with responses accepted until 12
December 2025. After the consultation closes, SBTi will review all inputs alongside findings from pilot
testing. The final Corporate Net Zero Standard V2.0 is expected to be published in 2026, with a
prospective mandatory use date for new targets as of 1 January 2028.

2. UK government consults on end of aviation free allocation under UK ETS; On 4 November 2025, the UK
Emissions Trading Scheme (UK ETS) policy overview page was updated to include a link to a consultation on the
impact of ending free allocation to aviation in 2026. This reflects a planned phase-out of free allowances currently
granted to aircraft operators under the scheme.
e The consultation examines the potential impacts of removing free allocations for aviation —a move that
would require airlines to purchase allowances like other sectors, shifting costs onto operators. Under UK
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ETS, aviation coverage (together with heavy industry and power) represents roughly 25% of UK territorial
emissions.

The consultation closes on 19 December 2025. Depending on the outcome, a full phase out of aviation
free allocation may take effect from 2026, prompting airlines to factor ETS compliance costs into their
business models and potentially drive demand for emissions reductions or sustainable aviation fuel
(SAF).

3. EU Commission call for evidence on Taxonomy Regulation TSCs; The European Commission has launched a

Call for Evidence (CfE) to review and amend two delegated acts under the EU Taxonomy Regulation, the Climate
Delegated Regulation and the Environmental Delegated Regulation, which set technical screening criteria (TSC)

determining when an economic activity qualifies as environmentally sustainable.

The CfE arises in recognition of practical difficulties raised by stakeholders: complexity of criteria,
misalignment with evolving EU legislation, granularity of “do no significant harm” (DNSH) requirements,
and uncertainty about how companies should demonstrate compliance.
The Commission accepts that there have been various problems with the delegated regulations - the
main ones being:

o complexity

o gaps in alignment with updated EU legislation

o unclear or overly granular TSC, especially as regards the 'do no significant harm' criteria and

o lack of clarity on means to demonstrate compliance.
The Commission’s aim is to update and simplify the TSC (including the 'do no significant harm' criteria) —
it has already gathered some evidence and will continue to do so through targeted consultations and
feedback received as a result of the CfE.
Next steps: The CfE closes on 5 December 2025 and the Commission expects to adopt new draft
delegated regulations in Q2 2026.

4. New sovereign-debt nature assessment model opened to public consultationv

; On 13 November 2025, the Finance for Biodiversity Foundation released a new report titled “Integrating nature into
sovereign debt markets: Towards a New Sovereign Debt Nature Assessment Model”.

The report launches an innovative framework designed to embed biodiversity and natural capital
considerations into sovereign debt analysis, pricing and policy engagement. The model and associated
guidance are now open for public consultation.

Given the vast scale of sovereign debt (globally estimated at around USD 100 trillion), the FfB Foundation
argues that integrating nature related risks and opportunities into sovereign assessment frameworks can
significantly influence global financial flows, and help align sovereign finance with biodiversity goals
under the Kunming Montreal Global Biodiversity Framework (GBF).

The new model is structured around three pillars: State of Natural Capital, Socioeconomic Activities, and
Governance Response. These capture both the ecological condition of a country’s natural capital, the
exposure to nature related risks via economic activities, and the strength of policy or governance
frameworks to preserve or restore nature.

In total, the model includes 42 characteristics and multiple indicators across the three pillars, offering a
comprehensive and operational approach for investors, sovereign issuers, development finance
institutions, policymakers, and civil society to assess nature related risk and impact at the sovereign level.
Next steps: The model is now open for public consultation until 31 January 2026, inviting feedback from a
broad array of stakeholders: financial institutions, sovereign issuers, central banks, policymakers,
development finance institutions, NGOs, data providers, academics, and civil society actors.

120


https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:02021R2139-20250108
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:02021R2139-20250108
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:02021R2139-20250108
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=OJ:L_202302486
https://www.financeforbiodiversity.org/news/new-sovereign-debt-nature-assessment-model/?utm_source=chatgpt.com
https://www.financeforbiodiversity.org/news/new-sovereign-debt-nature-assessment-model/?utm_source=chatgpt.com

European

\ Venues &
Intermediaries ’
Association ‘.‘.

London
Energy
Brokers'
Association

ISSB:

e |nitiative to facilitate the role of ISSB Standards as a global passport announced at IFRS
Sustainability Symposium (30 Oct, London)

ECB SSM:

e Climate at a crossroads: the need to act now (podcast);
¢ From charting the course to staying the course: the path ahead for climate and nature risk

supervision (speech)

ESMA:

e ESMA announces 2025 European Common Enforcement Priorities and results of fact-finding on
materiality considerations in sustainability reporting

PRA: Climate policy and banks’ portfolio allocation (working paper)

FCA:

e From Risk to Resilience: Integrating Adaptation into Finance (report), Quantitative Climate
Scenario Analysis in Financial Decisions Case Studies,

e FCA welcomes legislation to bring ESG ratings providers into regulation, Unlocking green
growth: Why the UK is the smart bet for sustainable finance (speech),

e Developing an approach to nature risk in Financial Services (report),

e Skilling Up: Training available on physical risks of climate change in the financial sector.pdf

Energy Commodities

REMIT Il Regulation Official publication of the updated
Level 1T — Primary Published in the Official REMIT Il Regulation in the EU Official
Legislation Journal of the EU May 2024 Journal.

REMIT Il became law 20 days after
publication. Forms the legal
Regulation Entered into foundation for subsequent
Force July 2024 implementing measures.
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ACER and the European

Level 2 — Drafting of Commission developing detailed
Implementing Acts &  Implementing Acts / Q1 2026 data reporting and technical
Technical Standards  Technical Standards (expected) requirements.
Level 3 — Guidance & Includes schema validation,
Market connectivity testing, and reporting
Implementation RRM and Market readiness assessments for RRMs
(TRUM / MoPs/ FAQs) Participant Testing Q2 - Q42026 and market participants.
Publication of Transaction Reporting
TRUM Publication Q2 2026 User Manual {1st and 2nd wave}
Publication of Manual of Procedures
Schema Publication Q32026 (schema) {1st and 2nd wave}
Consultation of TRUM and MoP
Consultation Q32026 {Third Wave}

Publication of TRUM and MoP {Third
Final documentation End Q4 2026  Wave}

Anticipated start of full REMIT II
Expected Go-Live / Q2 2027 reporting and compliance, pending
Compliance Date (TBC) ACER confirmation.

Additional Q&A - Equias and LEBA Revised REMIT (REMIT II) Frequently Asked Questions
(FAQ)

MIFID Il Transaction Reporting
Financial Instruments Trades (ToTV and uTOTV)

Equity cash
Credit cash

Standard (Traded OMP OMP OMPs report both orders
on OMP e.g. ICE Not (Responsible (Responsible  and trades for all electronic
Endex) OMP Cleared  Entity) Entity) orders and resulting trades.
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EU Broker (If

electronic
order and
Broker acting
as PPAT) or
OMP (if order
is direct on
OMP and Reporting depends on
broker is an OMP's service model. Full-
Standard (Traded agent) or OMP service OMPs handle both,
on OMP e.qg. ICE Client (if (Responsible  but firms must report if
Endex) OMP Cleared voice order) Entity) OMP doesn't.
Standard (Broker- EU Client orders executed
facilitated voice Each Market Each Market  on 3 country venue, client
trade booked on 3 Cleared  Participant  Participant report the order and trades,
country venue - 3 country and (Option to (Option to but client can delegate their
PPAT) Venue Uncleared delegate) delegate) reporting to Brokers.
Amendments and
cancellations must be
reported by the party
Original Original responsible for the original
Cancelled/Amended Any Reporting Reporting report. Lifecycle events are
Orders or Trades Any Venue Status Party Party mandatory under REMIT II.
Orders (if identifiable) and
trades must be reported
directly by the market
Each Market Each Market  participant. No third-party
Non-standard Usually  Participant  Participant execution venue exists to
(direct betweentwo Notonan Not (Option to (Option to delegate reporting. Not
firms) OMP Cleared  delegate) delegate) common!
Clearing doesn't shift
Cleared  Each Market Each Market  reporting responsibility.
post- Participant ~ Participant Order and trade reporting
Non-standard Notonan execution (Option to (Option to still rest with the originating
(cleared later) OMP (optional) delegate) delegate) party. Not common!

e If Orderis a package, then order is reported as package order and trades are reported in two or
more legs. Trades without orders are reported just as trades.

e UK trading venues, trade matching facilities, arranging IFs, or counterparties [collectively, “UK
PPATs"] do not have REMIT Il reporting obligation

e Since FMIs such as CCPs or CSDs are neither OMPs nor MPs, Novation or Settlement
procedures have no REMIT reporting requirements

e Reporting of both Orders and Trades needs to be made through an RRM

e Trades executed outside the EU must be reported if either: The contract could result in physical
delivery in the EU /or/ The product is considered a wholesale energy product under REMIT ||
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e EU Organised Market Places (OMPs) (,non-EU OMPs) and EU entities are required to report
(firm 101) orders (i.e., binding indications of interest) received via electronic means under REMIT
Il.

e EU OMPs must report all executed trades (Standard Instrument where REMIT WEPS) in
accordance with REMIT Il (except EMIR Carveout trades).

e EU entities are also obligated to report orders and trades that occur outside of OMPs (non-
standard) via RRM.

e UKentities or trading venues are not subject to REMIT Il reporting obligations; there is nothing
to delegate but could be offered voluntarily (highlighted in the diagram - yellow). Evidently UK or
SWISS REMIT reporting requirements will apply to relevant parties under OFGEM/ FINMA
respectively

e Third-country entities or venues similarly have no mandatory REMIT Il reporting obligations;
there is nothing to delegate but could be offered voluntarily (This needs confirmation)

Order (FIOI) Venue (Clearing is irrelevant) Order Report Trade Report

UK Entity Broker take order on phone

UK Entity Broker receives electronic No No
T {Optional) UK Entity or obligation obligation
3" country venue (Elec and (Only EU
—_ execution EU dient client
¥ country or UK : delegated) delegated)
Clients or UK Entity (electronic orders)

5
E
g
&
z
X

EU Client

EU Entity Broker take order on EU Entity Venue (OMP)
phone execution

Nature of the counterparty

EU Entity Broker receives electronic
order

Carbon Emissions Markets
Integrity issues in the voluntary carbon markets; Market-based initiatives emerge to address risks
e \oluntary carbon markets (VCMs) allow for carbon emissions to be offset through a range
of mitigation projects. The amount of carbon offset is converted into a financial instrument,
a ‘carbon credit'. Carbon credits have become a key tool for firms and individuals seeking to
reduce their carbon emissions impact, a clear imperative, driven by global and local/national
net zero targets, increased regulation, public policy and investor awareness.

Market integrity risks in VCMs
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e There are four important links in the VCM value chain. Originators perform the action that
reduces or removes carbon in the atmosphere, for example by reforesting an area of land.
The amount of carbon affected is then converted to a credit, which is stored at a
repository. Brokers and exchanges interface between repositories and consumers, dealing
in both the original credit, and derivative financial instruments. Consumers, either firms or
individuals, complete the value chain.

e Risks to market integrity can emerge at all stages of the value chain, yet VCMs currently
fall outside the remit of EU and UK financial regulators.

e The greatest risk is that the scientific claims behind a credit do not hold up to scrutiny. The
bodies that claim to verify carbon credits are usually voluntary and are not currently
recognised for UK financial compensation scheme purposes. And, even if the carbon-
related aims can be substantiated, there may be other impacts, for example preventing
indigenous peoples ‘access to ancestral land, that would not otherwise meet firms' due
diligence or consumer expectations.

e For credits that are traded on an exchange, the non-standardised nature of carbon credit
contracts can cause problems. Contracts may contain bespoke terms which are
contentious in the event of a dispute. These issues are compounded by the fact that
market-facing pre- and post-contractual disclosures are generally of a lower quality than
for other types of financial instruments.

e In addition, the exchange and brokerage landscape has yet to consolidate and is not yet
operating at scale, which may be a barrier to entry for potential market participants.
Ultimately, this can lead to uncompetitive market pricing and cause liquidity issues in the
market.

e Once a carbon credit has been used to offset against a consumer's carbon emissions, it
should be retired to reflect the fact that its benefit has been used up. However, there is no
clear mechanism for ensuring that a credit sold shouldn't already have been retired.

e The FCA has also warned that scammers are targeting retail investors as the market for
sustainability-related instruments grows.

e |t shouldn't be a surprise then, that firms and consumers using VCMs are exposed to
significant reputational risks.

Regulatory responses

e |0SCO's recent consultation report provides a host of recommendations to regulators to
improve integrity issues within VCMs. Some of these can be implemented without full
supervision of firms, such as improving investor education, clarifying the regulatory
treatment of carbon-related exposures and using national or legislative carbon-related
targets to direct VCM behaviour. For jurisdictions which do fully supervise VCMs,
governance expectations, market surveillance and verification methodologies are also
addressed.

e Although VCMs do not currently fall within EU and UK regulators' remits, focus is growing.
The UK Government is expected to consult in 2024 on developing high-integrity VCMs.
Reflecting other regulatory initiatives, including transition plan disclosure requirements
and the proposed UK Sustainability Disclosure Standards, both of which may drive an
uptick in VCM users, this consultation is likely to include actions to improve confidence in
the markets and reduce reputational risks.

e In the EU, direct action on VCMs has been slow. Nonetheless, a range of regulatory
requirements, including the Corporate Sustainability Reporting Directive (CSRD) and the
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Sustainable Finance Disclosure Regulation (SFDR) have given firms anincentive to engage
in markets that are high quality. While the development of the EU Carbon Border
Adjustment Mechanism (CBAM) is likely to have an impact on the pricing of VCMs, it has
otherwise been for the market itself to fill the gap and define the standard of 'high quality'.

Market-based initiatives emerge

e Emerging market-based initiatives include the 10 Core Carbon Principles for originators
and registries, published by independent governance body the Integrity Council for the
Voluntary Carbon Markets (ICVCM). The Core Carbon Principles define a baseline of good
practice for the governance, transparency and verification of VCMs and the products
traded. A set of emissions impact principles establish baseline criteria for high-quality
credits, to ensure that they offer quantifiable and sustainable carbon offsets and that
external impacts on other ESG issues, such as social safeguards, are maintained.

e At COP26, it was announced that the Voluntary Carbon Markets Integrity Initiative (VCMI)
would be established, to help firms understand how to manage and disclose their
engagement in the carbon markets. A code of practice for carbon-related claims has now
been published. The Claims Code sets out the steps that firms can take to make verifiable
disclosures over their use of carbon credits. In parallel with measures to improve the
integrity of VCM functioning, the Code can help firms reduce their reputational risk.

Actions for firms

e For VCM's to become increasingly more successful and move further into the mainstream
there is need for increased levels of transparency in the underlying information and
products and projects. Firms that already participate in VCMs will need to engage with all
the emerging initiatives and industry best practice described above. Firms that are not yet
active in this space may find that expected net zero transition requirements make VCM
trading a useful part of their future strategy. Firms should seek to understand the end-to-
end lifecycle of their traded credits and make sure that due diligence provides them with
the necessary transparency to support a firm's risk appetite. As the UK and EU landscape
for VCMs evolves, all firms will need to ensure that that they have the necessary
governance structures and frameworks to support them with managing existing and
future risks around VCM products.

Ends. Updated 02" December 2025
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