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The UK ﬁnancial system faces a “cocktail of threats” in 2016, borrowing
Chancellor George Osborne’s parlance. There is a real danger that
current volatility in equity and commodity markets will spread into the
ﬁnancial system, hitting the City’s internationally-orientated ﬁnancial
centre. Fragility in China is a particular concern. Directly, UK banks have
nearly 200 billion dollars’ worth of Chinese assets on their books, the
majority of which are concentrated at HSBC and Standard Chartered.
Both of these banks passed the Bank of England’s extended stress
scenario in December, which included Chinese growth slowing
materially. But the impact of a hard landing is much more diﬀicult to
gauge and could have serious repercussions for the global economy and
ﬁnancial system.
Closer to home, the UK’s future within the EU will take centre stage as
the country gears-up for an in-or-out referendum. A decision to leave
could have far-reaching implications for ﬁnancial institutions with the
potential to signiﬁcantly impact the current legislative and regulatory
framework (such as the EU passporting regime). Some are already
making contingency plans for a possible ‘Brexit’, exploring the viability of
moving operations out of the UK. Most will be adopting a wait-and-see
approach but possibly delaying large-scale investments in their UK arms
until some of this uncertainty clears.

Key timings and trends
Your guide to critical regulatory milestones
over the next 24 months, analysis of hot
topics and emerging regulatory trends

HOT TOPIC

Does culture still matter?

Regulatory compliance remains an ongoing concern – it continues to be
the greatest challenge facing banks. Implementation of ongoing balance
sheet reforms such as CRD IV will be further complicated as ﬁrms start
to prepare for the revised market-risk framework under FRTB. While
ﬁrms are likely to be given some breathing space on MiFID II, many will
still be under pressure to comply with an extended implementation date
given the nature and scope of these market reforms.
Finally, digitalisation and the growth of Fintech will continue to disrupt
the ﬁnancial system in 2016. The growing trend towards automation,
big data and the adoption of new tools (such as Blockchain) are just
some of the issues that will exercise the hearts and minds of c-suite
executives this year.

Shedding light on repos

The FCA’s decision to scrap its thematic review on culture has raised
questions about its commitment to raising ethical standards across
the banking system.

On 12th January 2016, the SFTR came into force across the EU, as
part of wider eﬀorts to inject greater transparency into the shadow
banking system.

The review which was set out in its 2015/16 business plan, aimed
at determining whether programmes to shift culture in banks since
the ﬁnancial crisis were driving the right “tone from the top” and
solving issues such as remuneration, appraisal and promotion.
So has the FCA gone soft on culture?

SFTR will require all counterparties to report security ﬁnancial
transactions (SFTs) (eg repos, collateral swaps) to a central trade
repository. This will allow supervisors to better identify the links
between banks and shadow banking entities, and thus sources of
systemic threats.

While the optics may appear otherwise, culture will remain a central
tenet of Andrew Bailey’s focus for 2016. The FCA has decided to
drop its thematic review into culture as it thinks that it can be
eﬀectively examined by other means.

The Regulation also aims to improve transparency towards investors
on the practices of investment funds engaged in SFTs by requiring
detailed reporting on these operations, both in the regular reports of
funds and in pre-investment documents.

The FCA believes that the ultimate responsibility and accountability
for creating the right culture rests with banks’ own board and
executive management team. Culture is something which is unique
to a ﬁrm’s DNA rendering thematic or aggregate studies less eﬀective.
The depth of these diﬀerences vary depending upon the unique
characteristics of each bank – whether it’s in the retail or wholesale
space; how it uses technology; the sophistication of their customers;
and the extent to which market activity is domestically or
internationally orientated.

The SFTR will improve the transparency of the reuse (any pre-default
use of collateral by the collateral taker for their own purposes) of
ﬁnancial instruments by setting minimum conditions to be met by the
parties involved, including written agreement and prior consent. This
means that clients or counterparties will have to give their consent
before reuse can take place and that they have made this decision
based on clear information on the risks that it might entail.

Therefore the FCA wants to give ﬁrms scope to deﬁne, implement,
embed and measure the desired culture, values and behaviours that
support their own unique core purpose. By enhancing individual
accountability this should result in ﬁrms taking greater responsibility
to deliver cultural change themselves and not relying on regulators
to do the hard lifting. The FCA will take a supervisory role instead and
intends to work directly with banks on an individual basis.
Overall we believe that the importance of culture is not going to
wain anytime soon, even if the memory of the crisis and subsequent
scandals does. Culture is at the heart of current and future reforms,
from the implementation of the Senior Managers Regime, the Fair
and Eﬀective Markets Review to big-ticket prudential reforms, such
as CRD IV and Solvency II.

The ﬁnancial services industry is in the midst of unprecedented
regulatory upheaval. The Baringa Guide to Regulatory Developments
provides a consolidated timeline to track critical regulatory initiatives
and provides commentary on the latest hot topics and trends.
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The impact of this Regulation will be felt by front-oﬀice and backoﬀice functions alike. The structuring and pricing of SFTs will likely
be impacted by restrictions on the reuse of ﬁnancial instruments,
and market participants will need to put in place appropriate
measures for disclosure and reporting, with similar challenges to
those faced in the reporting of Over the Counter derivatives under
EMIR. In particular, ﬁrms will have to be operational with a T+1
timeframe for reporting and a record keeping requirement of 10
years for all SFTs with the appropriate LEIs.
The SFTR has a broad scope of application within the EU, with some
extraterritorial eﬀect similar to EMIR. Any SFT activity by an EU
ﬁnancial or non-ﬁnancial entity will be required to report under the
Regulation. This includes banks, brokers, funds, insurance companies,
pension funds, UCITS and AIFM funds, other ﬁnancing companies
and non-ﬁnancial companies.

Alternative Investment Fund
Managers Directive
Basel Committee for Banking
Supervision
Client Assets
Comprehensive Capital Analysis
and Review
Central Counterparty
Collateralised Loan Obligations
Capital Markets Union
Certiﬁcation Regime
Capital Requirements Directive
Common Reporting Standard
Central Securities Depositories
Regulation
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European Market Infrastructure
Regulation
European Securities and Markets
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European Union
Foreign Account Tax Compliance
Act
Foreign Bank Organisations
Financial Conduct Authority
Foreign Financial Institutions
Fundamental Review of the
Trading Book
Financial Transaction Tax
General Data Protection
Regulation and Directive
Global Systemically Important
Banks
Her Majesty’s Treasury
Intermediate Holding
Organisation
Implementing Technical
Standards
Interchange Fee Regulation
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MiFIDII
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MiFIR
MMR
MREL
NFC
NSA
NSFR
OTF
PAD
PRA
PRIIPs
PSD
RDR
RRD
RTS
SEPA
SFTR
SME
SMR
TLAC
UCITS

Liquidity Coverage Ratio
Legal Entity Identiﬁer
Criminal Sanctions Market Abuse
Directive
Market Abuse Regulation
Mortgage Credit Directive
Markets in Financial Instruments
Directive II
Markets in Financial Instruments
Directive
Markets in Financial Instruments
Regulation
Markets in Financial Instruments
Mortgage Market Review
Minimum Requirement for Own
Funds and Eligible Liabilities
Non-ﬁnancial Counterparties
National Security Agency
Net Stable Funding Ratio
Organised Trading Facility
Payment Accounts Directive
Prudential Regulatory Authority
Regulation on key information
documents for investment and
insurance-based products
Payment Services Directive
Retail Distribution Review
Recovery and Resolution Directive
Regulatory Technical Standards
Single Euro Payments Area
Securities Financing Transactions
Regulation
Small and Medium sized
Enterprises
Senior Managers Regime
Total Loss Absorbing Capital
Undertaking for Collective
Investments in Transferable
Securities

Protecting personal data

In recent years, privacy concerns about how online data is stored
and used has intensiﬁed, particularly following the NSA revelations in
2013. In response to these concerns, EU politicians agreed a
General Data Protection Regulation and Directive in December
governing the security and management of personal data.
The new rules will oblige companies to strengthen their security
measures to “prevent and avoid breaches”, and to notify data
breaches to both the national data protection authority – within
three days of the breach being discovered – and the individuals
concerned without undue delay. In addition, ﬁnancial institutions will
also have to appoint a data protection oﬀicer if they process
sensitive data on a large scale or collect information on many
consumers.
Under the new regime, ﬁnancial institutions will face tighter
restrictions on how they reuse personal data. Firms will not be
allowed to divulge information that they have received for a
particular purpose without the permission of the person concerned
which could conﬂict with local ﬁnancial regulations. The new law
also enables EU national authorities to levy ﬁnes on ﬁrms breaking
the law, which could mean billions of pounds for many global
companies (up to 4 per cent of global revenue).
The new measures are likely to be a signiﬁcant exercise in data
protection compliance for ﬁnancial institutions operating in the EU.
Most ﬁrms will need to overhaul their data protection systems
requirements involving: breach notiﬁcation, monitoring, incident
detection and response and enforcement of privacy through systems’
life cycles. This will ensure they avoid increased, and punitive,
ﬁnancial penalties and reputational damage. As a wider challenge,
ﬁrms will need to change how they approach data protection and
ensure they embed privacy across their operations.
The Directive/Regulation is expected to come into force soon and
will replace the 1995 Data Protection Directive (95/46/EC), which
is implemented into UK law by the current Data Protection Act 1998.
The package of rules will take eﬀect two years after its adoption (ie
Q1 2018).

What to do with MiFID II?

On 10th February 2016, the EC proposed to delay the application of
MiFID II until 3rd January 2018, to take account of the exceptional
technical implementation challenges faced by regulators and market
participants. Jonathan Hill, Commissioner for Financial Services,
Financial Stability and Capital Markets Union said that the delay will
give market participants another year to prepare properly and make
the necessary changes to their IT and reporting systems. The 1-year
extension will not impact on the timeline for adoption of the 'level II'
implementing measures under MiFID II. The EC will proceed with their
adoption irrespective of the new date of entry into application of
MiFID II.
Since news broke about a potential delay in MiFID II, ﬁrms have
reacted in various ways. Trade associations at a recent FCA MiFID II
roundtable noted that there is still “proactive engagement” from
larger ﬁrms on implementation, but that some smaller ﬁrms may be
“falling back”.
Those who have begun MiFID II preparation work are pushing-on
with implementation programmes as they realise the scale and
extent of the work required for readiness. Firms have generally
established a course of action and have the right level of stakeholder
engagement to progress down that path and should continue to do
so. The big issue of course has been that MiFID II poses some
fundamental strategic challenges to existing business models and
resolving those with conﬁdence will take time. Firms now have that
time and they must capitalise on it. Those decisions must not be left
to drift, there is an opportunity now to develop truly strategic
responses to MiFID II that will underpin the business for years to
come.
Ultimately, this is a chance for ﬁrms to catch their breath and
re-focus their eﬀorts on getting business stakeholders to deﬁne and
articulate a clear strategic direction. On the back of that direction,
programme teams will be able to review their operational delivery
requirements and ensure that they’re as closely aligned to the
broader process and technology strategy of the ﬁrm as possible.
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Capital

u Basel III/CRD IV
u FRTB
u G-SIB
u Supervisory stress
testing
u TLAC/MREL

Liquidity

u NSFR
u LCR

Leverage

u Leverage Ratio

Trading

u Dodd-Frank
u EMIR
u MiFID II
u MAD II/ MAR
u FTT
u SFTR

NSFR rules ﬁnalised by BCBS

FCA’s MiFID II
authorisation
gateway will
open for ﬁrms

Structural
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Structural
Banking
Reform/
Recovery and
Resolution

u Depositor protection
u CASS
u Implementation of
IHCs in the US
u RRD
u Volcker
u Ring fencing
u DGSD

FCA

u CASS
u MMR
u SMR/ CR
u Remuneration

FCA & PRA/EU/
Volcker

Conduct

u AIFMD
u Cheque Payments
u CSDR
u PRIIPS
u SEPA
u UCITS V

FATCA/CRS

u FATCA
u CRS

EU/Global

u EU Benchmarks
Regulation
u GDPRD
u IFR/PSD 2
u MCD
u PAD
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consultation
paper on UCITS V
implementation
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Phased implementation of the TLAC/MREL
capital standards.

January 2019: FRTB implementation date;
January 2019: Capital conservation buﬀer and
the countercyclical capital buﬀer under Basel II
will become fully eﬀective; Securitisation and
Large Exposure framework take eﬀect
Deadline for EC to submit legislative proposals, if appropriate, on introducing the net stable
funding ratio and on introducing the leverage ratio as a binding measure as of 2018

Variation margin requirements for uncleared
trades expected to come into force for all other
counterparties under EMIR

FCA expected to issue Handbook rules and Policy
Statement on MiFID II; other EU Member States are required
to implement MiFID II in their national legislation

ESMA expected
to publish Q&As
on product
governance and
other MiFID
II/MiFIR topics

UCITS V transposed into
law by EU member states

RRD: Bail-in measures in
force; PRA to publish ﬁnal
rules and supervisory
statements on ring fencing

SEP

2017 | Q2

EBA expected to publish review of leverage
ratio and its appropriateness for EU ﬁrms

ESMA exptected to publish ﬁnal report
and ﬁnal UCITS V remuneration guidelines

Investment
Management

AUG

EBA expected to publish report on phase-in
of LCR and appropriateness for EU ﬁrms

Leverage ratio framework enters into force followed by a 12 month transition period

ESMA expected to
deliver its ﬁnal
package of draft
ITS on MiFID II to
the EC

JUL

2017 | Q1

Results of the US CCAR stress tests released
for large ﬁrms; Deadline for submission of
CCAR stress tests results and capital plan by
ﬁrms with consolidated assets between
$10 - 50bn

Deadline for submission of US CCAR
stress tests results and capital plan to
Federal Reserve by ﬁrms with
consolidated assets > $50bn;
Revised Pillar 3 disclosures in force

Trilogue expected to endorse ESMA’s
September 2015 draft RTS on MiFID II;
FCA expected to publish a MiFID II conduct
issues consultation paper

Market
Structure/
Conduct

JUN

2016 | Q4

BCBS expected to publish
proposals on Large Exposures
to CCPs

Basel III capital buﬀers phased-in;
CRD IV deductions from tier-1 capital
for speciﬁed items rise to 60 per cent

Financial
Regulation

2016 | Q3

Phase-in of variation and
MAD II/MAR to
initial margin requirements
apply across the
for uncleared derivatives
EU (UK is not
under EMIR; ESMA expected
participating in
to publish guidelines on
MAD II); Member
MiFID II/MiFIR topics
states expected
to adopt and
publish measures transposing MiFID II into national law

EU states to transpose into
law transparency rules for
PRIIPs

Prospectuses must be
updated with information
required under UCITS V

Contracts entered into
before the reporting start date
and no longer outstanding on that
date must be reported to trade
repositories under EMIR

Eﬀective date for
clearing of derivatives
by NFCs under EMIR

SFTR requirements for reuse of ﬁnancial
instruments received under collateral
arrangements apply

January 2018: SFTR reporting obligations apply;
PSD 2 applies across the EU
January 2018: MiFID II to apply across the EU;
MAR provisions related to OTFs, SME growth
markets, emission allowances or auctioned
products apply
The EC will start a review on the application
and scope of the AIFMD

Migration to the new
cheque payment system

PRIIPs applies
across the EU

Post RDR
implementation
review

March 2018: Transitional provision for
depositaries ends. All appointed depositaries
will be required to meet the requirements in
UCITS V

Deadline for EC to review the basis for the target level for resolution ﬁnancing arrangements

EU structural reform: EBA
to publish a list of covered
and derogated banks.

Volcker Rule - holdings in CLOs must be divested; Eﬀective date of
Volcker Rule for parties that requested one-year extension; Deadline
for FBOs to set up IHCs holding US subsidiaries and compliance with
US prudential standards

Final date for all relevant ﬁrms (including foreign banks with UK branches) to notify the PRA and FCA of the approved
persons who are to be senior managers under the SMR. Grandfathering notiﬁcations to include ﬁrms' responsibilities
maps and statements
of responsibilities
Full FCA regime for consumer credit regulation to come into eﬀect, replacing the interim permission regime

Clawback and
New Senior
Start of the FCA
deferral
Managers Regime Asset Management
requirements will
into force
market study
apply to variable
remuneration awarded for performance periods

Withholding begins on US ﬁxed, determinable,
annual, periodical payments on pre-existing
obligations of non-documented entities and
individual non high-value accounts

January 2018: NSFR
minimal standard into eﬀect
January 2018: Full
implementation of LCR

Application of FCA conduct rules to staﬀ at relevant
ﬁrms who are not within the SMR or certiﬁcation
regime. Deadline for ﬁrms to issue certiﬁcates for
individuals under the CR

Results of the FCA's Asset Management market
study published

January 2018: EU structural reform provisions relating
to the prohibition on proprietary trading applies
July 2018: EU structural reform provisions relating to
the potential separation of trading activities applies
January 2019: Key provisions of the UK Financial
Services (Banking Reform Act) 2013, including
ring-fencing and depositor preference applies

First annual submission notifying breaches of
the conduct rules required for staﬀ included
in the CR

Withholding on gross proceeds begins under FATCA

Limited FFIs/limited branch
FFIs in non-intergovernmental approach jurisdictions and FFIs in Model 2 intergovernmental approach jurisdictions to start reporting
status expire; First
CRS reporting
period starts
Deadline for the transposition of MCD into national law across the EU
GDPRD expected to apply across the EU

EU Benchmarks Regulation expected to enter
into force; G-SIBs must meet all of risk data
aggregation and reporting standards outlined
by the BCBS

IFR business
rules apply

Deadline for PAD to be transposed
into national law across the EU

EU Benchmark Regulation expected to apply across
the EU; Key provisions of PAD apply across the EU

PSD 2 regulation to come into force
(two years after adoption)

January 2018: GDPR expected to apply across the EU
January 2018: PSD 2 applies across the EU
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