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ESMA publishes CP on the BMR

On 25 February 2021, the European Securities and Markets Authority (ESMA) published a
Consultation Paper (CP) on draft guidelines under the Benchmark Regulation (BMR). The CP
seeks stakeholder input on the clarification and specifications regarding the adjustment of
benchmarks in exceptional circumstances in relation to three areas:

e transparency of methodology
e oversight function and;
e record keeping requirements.

The consultation period closes on 30 April 2021 and ESMA intends to publish the final
guidelines in Q3 2021.

ESMA publishes Q&As on crowdfunding

On 25 February 2021, the European Securities and Markets Authority (ESMA) published Q&As
on the Regulation on European crowdfunding service providers for businesses (the
Crowdfunding Regulation). The Q&As aim to promote a convergent application of the
provisions in the Regulation and to provide responses to possible questions posed by
stakeholders. ESMA is committed to developing its Q&As on crowdfunding by adding new
questions and answers.

ESMA publishes Final Report

On 24 February 2021, the European Securities and Markets Authority (ESMA) published a
Final Report on guidelines to clarify common procedures and methodologies for the
supervisory review and evaluation process (SREP) of central counterparties (CCPs) by their
national competent authorities. The guidelines cover the review and evaluation of:

e capital and organisational requirements
e business continuity

e conduct of business

e prudential requirements and;

e interoperability arrangements.

The guidelines will apply from the date that they are published on ESMA's website and the
NCA's will have two months to notify ESMA whether they comply or intend to comply with
the guidelines.

ESMA publishes Q&As on market structures and transparency

On 3 February 2021, the European Securities and Markets Authority (ESMA) published Q&As
on market structures under Markets in Financial Instruments Directive (MiFID II) and the
Markets in Financial Instruments Regulation (MiFIR). The Q&As provide clarification on the
classification of DEA trades and algorithmic trading and multilateral and bilateral systems.
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https://www.esma.europa.eu/sites/default/files/library/esma80-187-807_consultation_paper_-_guidelines_on_use_of_alternative_methodology_.pdf
https://www.esma.europa.eu/sites/default/files/library/esma35-42-1088_qas_crowdfunding_ecspr.pdf
https://www.esma.europa.eu/sites/default/files/library/esma70-151-3370_final_report_on_gl_on_review_evaluation_eu_ccp_ncas_emir_art_21.pdf
https://www.esma.europa.eu/sites/default/files/library/esma70-872942901-38_qas_on_mifid_ii_and_mifir_market_structures_topics.pdf
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ESMA publishes letter on ELTIF Regulation Review

On 3 February 2021, the European Securities and Markets Authority (ESMA) published a letter
to the European Commission (EC) highlighting a number of areas it considers improvements
could be made to the Regulation on European long-term investment funds (ELTIF)
Regulation.

In Annex II to the letter, ESMA sets out its proposed changes to the regulation in order to
address the following issues:

e eligible assets and investments
e the authorisation process
e portfolio composition and diversification and;

e specific requirements concerning retail investors.

ESAs publish Final Report on disclosures under SFDR

On 2 February 2021, the European Supervisory Authorities (ESAs) published a Final Report
containing revised draft Regulatory Technical Standards (RTS) on disclosures under the EU
Regulation on sustainability-related disclosures in the financial services sector (SFDR). The
proposed RTS aim to strengthen protection for end-investors by improving Environmental,
Social and Governance (ESG) disclosures on the principal adverse impacts of investment
decisions and on the sustainability features of a wide range of financial products. The Final
Report takes into account feedback received on the Consultation Paper (CP) launched in
April 2020. The European Commission (EC) is expected to endorse the RTS within three
months of their publication.

Council of the EU publishes statement on MIiFID II

On 15 February 2021, the Council of the EU published a statement announcing that it has
adopted the proposed Directive to amend the MIFID II Directive, to help the EU’s economic
recovery from the COVID-19 pandemic. The text will be signed on 16 February 2021 and is
expected to be published in the Official Journal before the end of February. The
amendments will enter into force the day following their publication and Member State are
required to transpose them into national law within nine months of that date.

EC publishes summary report on EU sustainable finance
strategy

On 10 February 2021, the European Commission (EC) published a summary report of its
Consultation Paper (CP) on a renewed EU sustainable finance strategy. The EC summarises
feedback received but does not set out its response to the feedback. Key opportunities
highlighted by stakeholders for mainstreaming sustainability into the financial sector
included utilising the COVID-19 recovery phase for:

e redirection of capital

e intensifying international dialogue

e co-operation

e using innovations and new technologies and;

e including financial system digitalisation.

The EC intends to adopt the renewed sustainable finance strategy in Q1 2024.
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https://www.esma.europa.eu/sites/default/files/library/esma34-46-99_esma_response_on_eltif_review.pdf
https://www.esma.europa.eu/sites/default/files/library/jc_2021_03_joint_esas_final_report_on_rts_under_sfdr.pdf
https://www.esma.europa.eu/press-news/consultations/joint-esa-consultation-esg-disclosures
https://www.consilium.europa.eu/en/press/press-releases/2021/02/15/capital-markets-recovery-package-council-adopts-first-set-of-measures-to-help-companies-access-funding/
https://data.consilium.europa.eu/doc/document/PE-71-2020-INIT/en/pdf
https://ec.europa.eu/info/sites/info/files/business_economy_euro/banking_and_finance/documents/2020-sustainable-finance-strategy-summary-of-responses_en.pdf
https://ec.europa.eu/info/sites/info/files/business_economy_euro/banking_and_finance/documents/2020-sustainable-finance-strategy-summary-of-responses_en.pdf
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EBA publishes CPs on IFD

On 24 February 2021, the European Banking Authority (EBA) published a Consultation Paper
(CP) on draft regulatory technical standards (RTS) and implementing technical standards
(ITS) on information exchange between competent authorities of home and host member
states and a CP on draft RTS on colleges of supervisors for investment firm groups. The
deadline for responses to the consultations is 23 April 2021 and the EBA intends to publish a
final report by the end of June 2021.

EBA publishes opinion on PSD2

On 22 February 2021, the European Banking Authority (EBA) published an opinion on
supervisory actions to ensure the removal of obstacles to account access under the revised
Payment Services Directive (PSD2). EBA expects:

e national competent authorities (NCAs) to assess the progress made by their respective
industries and

e if an NCA's assessment identifies account servicing payment service providers (ASPSPs)
do not remove the obstacles by 30 April 2021, they should take more effective
supervisory measures to ensure compliance.

The EBA will monitor NCAs' supervisory actions and it will take action to remedy any
inconsistencies in the application of the PSD2 that it identifies.

EBA publishes Final Report on G-SIIs’ disclosure of indicators of
global systemic importance

On 18 February 2021, the European Banking Authority (EBA) published a Final Report
containing draft implementing technical standards (ITS) on the disclosure of indicators of
global systemic importance by global systemically important institutions (G-SIIs).

The draft ITS specify the disclosure provisions contained in Article 444 of the Capital
Requirements Regulation (CRR), as amended by the Capital Requirements Regulation II
(CRRII). The EBA consulted on the proposed ITS in March 2020.

EBA publishes CP on large exposure limits under CRR

On 17 February 2021, the European Banking Authority (EBA) published a Consultation Paper
(CP) on draft guidelines specifying the criteria for assessing the exceptional cases when
institutions exceed the large exposure limits in Article 395(1) of the Capital Requirements
Regulation (CRR) and the time and measures required to return to compliance under Article
396(3) of that Regulation. The EBA advises competent authorities to consider the following
three questions when assessing breaches:

e Was the breach a rare event?

e Could the institution foresee the event when it had applied a proper and effective risk
management?

e Was it caused by reasons beyond the institution’s control?

If the breach does not fulfil those criteria, the competent authority should not grant the
institution more than three months to restore compliance with the large exposure limit.
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https://www.eba.europa.eu/sites/default/documents/files/document_library/Publications/Consultations/2021/Consultation%20on%20draft%20RTS%20and%20ITS%20on%20information%20exchange%20between%20the%20competent%20authorities%20of%20home%20and%20host%20Member%20States%20/963521/CP%20on%20draft%20RTS%20and%20ITS%20on%20information%20exchange%20for%20investment%20firms.pdf
https://www.eba.europa.eu/sites/default/documents/files/document_library/Publications/Consultations/2021/Consultation%20on%20draft%20RTS%20on%20colleges%20of%20supervisors%20for%20investment%20firms%20groups%20/963522/CP%20on%20draft%20RTS%20on%20colleges%20of%20investment%20firms.pdf
https://www.eba.europa.eu/sites/default/documents/files/document_library/Publications/Opinions/2021/963372/Opinion%20on%20supervisory%20actions%20for%20removal%20of%20obstacles%20to%20account%20access%20under%20PSD2.pdf?retry=1
https://www.eba.europa.eu/sites/default/documents/files/document_library/Publications/Draft%20Technical%20Standards/2021/963304/Final%20Draft%20ITS%20on%20disclosure%20of%20indicators%20of%20global%20systemic%20importance%20by%20G-SIIs.pdf
https://www.eba.europa.eu/sites/default/documents/files/document_library/Publications/Consultations/2020/Consultation%20paper%20to%20update%20the%20identification%20methodology%20of%20global%20systemically%20relevant%20institutions%20%28G-SIIs%29/878001/Draft%20CP%20on%20EBA%20RTS_ITS%20and%20GL%20on%20identification%20methodology%20for%20G-SIIs.pdf
https://www.eba.europa.eu/sites/default/documents/files/document_library/Publications/Consultations/2021/Consultation%20on%20Guidelines%20on%20large%20exposures%20breaches%20and%20time%20and%20measures%20to%20return%20to%20compliance/963280/CP%20GLs%20on%20LE%20Breaches%20and%20Time%20%20Measures%20to%20Return%20to%20Compliance.pdf
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EBA publishes CP on draft ITS on supervisory disclosure under
IFD

On 11 February 2021, the European Banking Authority (EBA) published a Consultation Paper
(CP) on draft Implementing Technical Standards (ITS) with regard to the format, structure,
contents list and annual publication date of the information to be disclosed by competent
authorities in accordance with Art 57(4) of the Investment Firms Directive (IFD). The
proposed regulatory requirements will ensure comparability of the published data and
provide the market with transparent and comprehensive information.

The consultation period ends on 19 March 2021.

ECB publishes opinion on proposed Regulation on markets in
cryptoassets

On 22 February 2021, the European Central Bank (ECB) published an Opinion on the
proposed Regulation on markets in crypto-assets setting out details of aspects of the
proposal relating to the responsibilities of the Eurosystem, the European System of Central
Banks (ESCB) and the ECB were it considers that adjustments are warranted.

The ESG suggests that the regulation should clarify that:

e itis not applicable to the issuance by central banks of central bank money based on
distributed ledge technology and;

e the scope of its application, especially in relation to crypto-assets may be characterised
as financial instruments under MiFID II.

The Opinion also includes a technical working document setting out the ECB'’s specific
drafting proposals for amendments to the Regulation.
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https://www.eba.europa.eu/sites/default/documents/files/document_library/Publications/Consultations/2021/CP%20draft%20ITS%20on%20the%20format%2C%20structure%2C%20contents%20list%20and%20annual%20publication%20date%20of%20the%20supervisory%20information%20to%20be%20disclosed%20by%20competent%20authorities%20under%20Article%2057%284%29%20of%20IFD/963071/CP%20on%20ITS%20on%20Supervisory%20disclosure%20for%20investment%20firms%20under%20Art%2057%284%29%20of%20IFD.pdf
https://www.ecb.europa.eu/pub/pdf/other/en_con_2021_4_f_sign~ae64135b95..pdf?e5df6f0031b735c6e599a174de4e8115
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IOSCO publishes statement on ESG

On 25 February 2021, the International Organization of Securities Commissions (I0OSCO)
published a statement reporting on progress by the Sustainable Finance Task Force (STF) in
its work on securities issuers’ sustainability disclosures, asset managers’ disclosures, and
the role of environmental, social and governance (ESG) data and rating providers. IOSCO
notes that it has observed that investor demand for sustainability-related information is
currently not being properly met.

IRSG publishes response to EC’s legislative proposal on
operational resilience
On 18 February 2021, the International Regulatory Strategy Group (IRSG) published its

response to the European Commission’s (EC) proposal for a regulation on digital resilience
for the financial sector. The IRSG comments that (among other things):

e some areas of the proposal relating to ICT risk management are overly prescriptive
e it should be clear when entities should make an incident report
e the mechanism for reporting should be practicable

e the requirements should not duplicate reporting obligations under other applicable
legislation.

The IRSG would like to understand how the proposed new oversight framework will function,
given the novelty of share responsibilities between the European Supervisory Authorities and
national competent authorities (NCAs)

GLEIF publishes statement on issuance and infrastructure
models

On 11 February 2021, the Global LEI Foundation (GLEIF) published a statement setting out
the issuance and technical infrastructure models of its Verifiable Legal Entity Identifying
(VLEI) system. VLEI will enable instant and automated identity verification between
counterparties operating across all industry sectors, globally. GLEIF also updated its
webpage on its digital strategy for the LEI and its webpage to introduce the VLEL
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https://www.iosco.org/news/pdf/IOSCONEWS594.pdf
https://www.irsg.co.uk/assets/Responses/IRSG-RESPONSE-DIGITAL-OPERATIONAL-RESILIENCE-DORA.pdf
https://www.gleif.org/content/5-newsroom/4-press-releases/20210211-gleif-unveils-issuance-and-infrastructure-models-for-verifiable-lei/2021-02-11_gleif-unveils-vlei-issuance-and-infrastructure-models_v.1.0-final.pdf
https://www.gleif.org/en/lei-solutions/gleifs-digital-strategy-for-the-lei
https://www.gleif.org/en/lei-solutions/gleifs-digital-strategy-for-the-lei/introducing-the-verifiable-lei-vlei
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