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Introduction

Key regulatory publications over the summer 

With the summer, such as it was, moving into the rear-view mirror and memories of the holidays (for those lucky enough to have had 
one) starting to fade, we are now firmly in back-to-school and back-to-work territory.  In order to help with the readjustment, we 
thought it would be useful to provide you a round-up of some of the key regulatory developments over the summer, from mid-July to 
end-August. A sort of ICYMI of regulatory developments, because - as we all know - regulators and regulations never stop.

We therefore asked the relevant experts in our EMEA Centre for Regulatory Strategy to tell us which regulatory developments in their 
sectors had stood out most for them. The results are attached and are organised by sector (banking, capital markets, insurance and 
investment management) and by theme (sustainable finance, FinTech, conduct, financial crime and operational resilience). We’ve set 
out below some of the issues that particularly caught our eye.

Sustainable finance continued to be very active, and no doubt the pace will quicken even more in the run-up to COP26 in November. 
The ECB’s preliminary findings from its work on banks’ progress, or in some cases lack of it, towards meeting its climate risk guidelines 
was a timely reminder of just how much more work remains to be done before climate is fully incorporated into banks’ risk governance 
frameworks. There is useful information in here for UK firms as well, given that the PRA’s deadline for banks and insurers to meet the 
expectations set out in its “Dear CEO” letter is the end of this year.

There was plenty of activity on the insurance front. The PRA is gearing up for the eagerly awaited review of Solvency II, the first step of 
which takes the form of a QIS and a qualitative questionnaire. The FCA also had a lot to say about insurance from a conduct perspective, 
setting out its concerns and how it expects insurers to react in a review of how general insurers have implemented its distribution chain 
guidance and in its supervisory strategy for life insurers.

Notably, on the conduct agenda, the FCA consulted on proposals to improve disclosure of diversity on listed company boards and 
executive committees. This follows its recent discussion paper with the PRA and BoE on improving diversity and inclusion in financial 
services, and leaves no doubt as to the importance the regulators attach to these issues.

Finally, the FPC noted that firms’ increasing reliance on a small number of CSPs and other critical third parties for vital services could 
increase financial stability risks in the absence of greater direct regulatory oversight of the operational resilience of the services they 
provide. Consequently, the FPC concluded that additional policy measures, some potentially requiring legislative change, would be 
needed.

Our highlights barely scratch the surface of the breadth of regulatory developments over the summer, but we hope they whet your 
appetite for the rest of the document.

David Strachan
Partner, Head of EMEA Centre for 

Regulatory Strategy

Suchitra Nair
Partner, EMEA Centre for Regulatory 

Strategy

https://www.bankofengland.co.uk/-/media/boe/files/prudential-regulation/letter/2020/managing-the-financial-risks-from-climate-change.pdf?la=en&hash=A6B4DD1BE45B2762900F54B2F5BF2F99FA448424
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Banking

Key regulatory publications over the summer 

The Prudential Regulation Authority (PRA) published SS 5/21
International banks: the PRA’s approach to branch and 
subsidiary supervision. We have updated our blog on the PRA’s 
policy, which can be found here. SS 5/21 replaces SS 1/18 and 
came into effect immediately. The PRA has made a number of 
clarifications to the policy following its consultation – most 
importantly:

• Introducing proportionality in the timelines for firms to meet 
its expectations (particularly those operating under the 
temporary permissions regime). 

• Clarifying that all stages of the booking lifecycle are in scope, 
and that booking controls may need to extend to those 
banking book exposures with similar characteristics to 
trading book exposures.

The Bank of England (BoE) published two important documents 
in relation to its resolution policy: A Consultation Paper (CP) on 
the review of its approach to setting MREL, and an Operational 
guide on bail-in execution. The two publications are accompanied 
by a statement from Sir Dave Ramsden, Deputy Governor, Markets 
and Banking, who leads on resolution at the BoE. 
Of the two documents, the MREL CP is most relevant from a 
regulatory change perspective – particularly for growing and mid-
tier banks. The MREL CP proposes a new, longer and more gradual 
MREL transition path for growing firms. Next steps:

• the MREL consultation will close on 1 October 2021
• the BoE’s intention is for its revised MREL Statement of 

Policy to apply from January 2022.

The BoE published its August Monetary Policy Report. The report 
included a few lines on banks’ and insurers’ preparedness to deal with 
negative rates (p.18): “In February 2021, the MPC decided to add a 
negative Bank Rate to the monetary policy toolkit. At its August 2021 
meeting, the MPC had been briefed that technical preparations internally 
and by PRA-regulated firms had progressed sufficiently that a negative 
Bank Rate could be implemented by the system as a whole, with or 
without tiered reserve account remuneration, if warranted"

Alex Spooner
Banking Senior Consultant

“Banking regulators have been busy over the 
summer, with publications on the supervision 

of third country branches and subsidiaries, 
MREL, negative interest rates, and stress 

testing – although there were no significant 
new policy announcements. Looking forward, 
we expect CRD6/CRR3/Basel 3.1 to dominate 
the regulatory policy agenda in the Autumn.”

The European Central Bank (ECB) published the results of its annual 
bank stress test, covering a sample of 89 banks. The stress test 
showed that banks were generally resilient to a prolonged period of 
stress, with CET1 ratios falling by an average of 5.2 percentage points 
to 9.9% from 15.1%. In general, across the sample the largest driver of 
capital depletion was credit risk. For a subset of banks (particularly the 
largest banks) market risk was the second largest driver of capital 
depletion. The third main driver was limited income generation 
capacity, with banks facing lower net interest income, lower net fee 
and commission income and lower trading income in the adverse 
scenario. These three risk drivers will be the core issues that ECB 
supervisors will focus on in their day-to-day supervisory work. 

Alongside the publication of the stress test results, the ECB also set 
out its new methodology for setting Pillar 2 Guidance (P2G).
The ECB’s new approach applies a two-step “bucketing” approach, 
where a firm is allocated to a P2G bucket based on its CET1 capital 
depletion in the stress test. Supervisors will then determine the final 
P2G within the ranges of each bucket (or in exceptional cases, beyond 
the ranges of the buckets). The new methodology removes the P2G 
floors that were previously applied, while the ECB does not expect to 
assign P2G higher than 4.5% in the current supervisory cycle. The ECB 
applied the new approach in the 2021 supervisory cycle, based on the 
results of the stress test.

https://www.bankofengland.co.uk/-/media/boe/files/prudential-regulation/supervisory-statement/2021/ss521-july-2021.pdf?la=en&hash=D45354116A8BB3F7DC567815C61878203300A2B1
https://ukfinancialservicesinsights.deloitte.com/post/102goul/the-uk-banking-system-is-open-for-business
https://www.bankofengland.co.uk/-/media/boe/files/paper/2021/the-boes-review-of-its-approach-to-setting-a-mrel-cp.pdf?la=en&hash=52E1314B77A402EC4AC4F16DAD2471FD389CBD51
https://www.bankofengland.co.uk/-/media/boe/files/paper/2021/executing-bail-in-an-operational-guide-from-the-bank-of-england.pdf
https://www.bankofengland.co.uk/news/2021/july/statement-from-dave-ramsden-july-2021-resolution-publications
https://www.bankingsupervision.europa.eu/press/pr/date/2021/html/ssm.pr210730~3d4d31f8e8.en.html
https://www.bankingsupervision.europa.eu/banking/srep/html/p2g.en.html
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Capital Markets

Key regulatory publications over the summer 

Felix Bungay
Capital Markets Sector Lead

“Whilst the summer period has been a quieter time 
for capital markets regulation, there have 

nonetheless been a number of important regulatory 
developments. The derivatives trading obligation is 
being updated to reflect LIBOR transition, the FCA is 

putting in place new rules for SPACs, and has also 
published the third investment firms prudential 

review consultation.”

The FCA published a Consultation Paper (CP21/22) on reforming 
the scope of the UK’s derivatives trading obligation (DTO) to 
take account of LIBOR transition.
The FCA is proposing that derivatives referencing GBP LIBOR are 
removed from the current DTO and replaced with Overnight 
Index Swaps (OIS) referencing SONIA.
The FCA’s analysis shows that OIS referencing €STR do not yet 
display the same level of liquidity of EURIBOR or other products 
currently subject to the DTO. The FCA intends to monitor market 
developments and liquidity in €STR OIS markets and says it will 
consider including them in the DTO once it is satisfied that the 
class of derivatives is sufficiently liquid. The FCA says that liquidity 
in OIS referencing SOFR is developing but, at the time of its 
analysis does not yet meet relevant criteria to be sufficiently 
liquid for the purposes of the DTO.

The FCA published new investor protection rules for SPACs as 
well as a Primary Market Technical Note on SPACs and cash 
shells.
The new rules introduce the following investor safeguards:

• a “redemption” option allowing investors to exit a SPAC 
prior to any acquisition being completed; 

• the introduction of a ring-fence for money raised from 
public shareholders;

• a requirement for shareholder approval for any proposed 
acquisition; and

• a time limit on a SPAC’s operating period if no acquisition is 
completed.

Whilst the Technical Note clarifies that both SPACs and cash shells 
are eligible for listing under Chapter 14 of the Listing Rules which 
sets out requirements for the standard listing of shares; they 
would not however be eligible for a premium listing.

The FCA published its third consultation paper on a new 
prudential regime for UK MiFID investment firms.
The paper covers disclosure of risk management and governance 
arrangements, and of own funds requirements and investment 
policies, disclosure of remuneration policies, excess drawings by 
partners and members, MIFIDPRU technical standards, 
requirements for depositaries and information related to the UK 
Resolution Regime. 
ESG disclosures are not covered in this document and will be 
covered in a subsequent consultation.

https://www.fca.org.uk/publication/consultation/cp21-22.pdf
https://www.fca.org.uk/publication/policy/ps21-10.pdf
https://www.fca.org.uk/publication/ukla/fca-tn-420-3.pdf
https://www.fca.org.uk/publication/consultation/cp21-26.pdf
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Insurance

Key regulatory publications over the summer 

Linda Hedqvist
Insurance Sector Lead

“Insurance supervisors have remained busy 
during the summer period. We expect the 

immediate priority for UK insurers will be to 
prepare for the PRA’s insurance stress test and 
Quantitative Impact Study to support the UK’s 

Solvency II review. Meanwhile, conduct 
supervisors look set to continue their scrutiny 
in relation to insurance product governance 

and value.”

The PRA launched its Quantitative Impact Study (“QIS”) to 
support the UK review of Solvency II. Please see our blog on 
what this means for the progress of the Solvency II review here. 
The aim of the QIS exercise is to gather data to support the UK’s 
review of Solvency II, assessing the impact of potential reform 
options. The deadline for submitting responses is 20 October 
2021. 
The PRA also published a Dear CFO letter announcing a further 
data collection through a Qualitative Questionnaire aiming to 
gather qualitative information to supplement the first part of the 
QIS, and support the policy development of other areas not 
included in the main QIS template. 
The PRA will hold a roundtable in relation to the Qualitative 
Questionnaire in early September.

The PRA published a letter setting out the timeline and high-
level scope for its 2022 Insurance Stress Test (“IST”) exercise. 
The PRA clarified that for life insurers, the stress testing exercise 
will primarily focus on economic stresses. For general insurers, 
the focus will be on natural catastrophe perils and cyber 
underwriting risk. 
The PRA will request technical input on the structure and 
parameters of the scenarios starting from September 2021, with a 
view to launching the stress test in May 2022. 
Final submissions are expected by mid-September 2022, and the 
PRA will provide its feedback to the industry in December 2022.

The PRA consulted on its approach to insurance business 
transfers through its CP16/21. The CP sets out the PRA’s 
proposed updates to its approach to insurance business transfers 
to reflect legislative changes following the UK’s withdrawal from 
the EU and the completion of the transition period. It also 
provides additional guidance on the PRA’s expectations. The PRA 
proposes that the implementation date for the changes would be 
29 November 2021.

The FCA published its updated supervisory strategy for life 
insurers. In the letter, the FCA outlines its current expectations of 
life insurers and associated activities to ensure the risks of harm 
are appropriately mitigated. In particular, the FCA identified 
weaknesses in pricing and product governance, and management 
of operational risks, as key risks of harms for customers. The FCA 
will continue to engage with insurers and third party 
administrators through its planned programme of work.

The FCA set out the findings from its multi-firm review, 
assessing how firms have responded to its general insurance 
(GI) distribution chain guidance. The FCA found that some firms 
may not be meeting its existing requirements and expectations in 
relation to product governance and value. Any firms which are 
not fully meeting existing requirements and expectations have 
significant work to do to comply with the FCA’s enhanced product 
governance rules that come into effect on 1 October 2021.
The FCA will intervene using the full range of regulatory tools if 
firms do not fully meet its enhanced product governance rules in 
time.

https://www.bankofengland.co.uk/prudential-regulation/key-initiatives/solvency-ii/solvency-ii-reform-quantitative-impact-survey
https://ukfinancialservicesinsights.deloitte.com/post/102h4fj/difficult-decisions-ahead-what-do-hmts-response-to-its-call-for-evidence-and-th
https://www.bankofengland.co.uk/-/media/boe/files/prudential-regulation/letter/2021/august/letter-from-charlotte-gerken-qualitative-questionnaire.pdf?la=en&hash=33D7060F986481DAE61B58ECF42B1FAC2CBA5CF7
https://www.bankofengland.co.uk/prudential-regulation/letter/2021/august/insurance-stress-test-2022
https://www2.deloitte.com/uk/en/pages/risk/articles/cyber-insurance-helping-boards-create-supervisory-confidence.html
https://www.bankofengland.co.uk/prudential-regulation/publication/2021/july/insurance-business-transfers
https://www.fca.org.uk/publication/correspondence/portfolio-letter-life-insurers.pdf
https://www.fca.org.uk/publications/multi-firm-reviews/general-insurance-product-value-and-coronavirus-covid-19-guidance-update#lf-chapter-id-next-steps


6

Investment Management

Key regulatory publications over the summer 

Joy Kershaw
Investment Management Sector Lead 

“As competitive pressures on asset managers 
increase and firms face more regulatory 

scrutiny on value for money, it is becoming 
increasingly important for firms to articulate 
clearly the value that their products provide 

and to examine their cost base.”

The FCA has published a consultation on targeted amendments 
to the on-shored PRIIPs Regulation. 
Key changes include:

• Clarifying the scope of PRIIPs, particularly in relation to 
corporate bonds.

• Performance scenarios will no longer be a requirement in 
PRIIPs KIDs, but other factors that might materially affect 
performance will need to be set out in a narrative.

• Firms will have the opportunity to revise Summary Risk 
Indicators (SRIs) upwards in cases where the existing RTS 
methodology resulted in inaccurate SRIs.

• The slippage methodology for calculating transaction costs
will be retained, but amendments are proposed for 
calculating transaction costs for debt securities and index-
tracking funds.

The consultation closes on 30 September 2021. The FCA intends 
to make final rules before the end of 2021, and it intends the 
changes to come into effect on 1 January 2022.

The BoE and FCA published findings from their joint review of 
liquidity in open-ended funds in a report on assessing the 
resilience of market-based finance. Please see our blog here. 
The BoE and FCA proposed two high-level frameworks which will 
feed into international work in this area:

• A liquidity classification framework with key principles for a 
consistent and realistic classification of the liquidity of 
underlying assets in funds.

• A swing pricing framework aimed at enhancing the 
calculation and application of swing pricing to ensure that it 
captures the true marginal cost of fund redemptions.

https://www.fca.org.uk/publication/consultation/cp21-23.pdf
https://www.bankofengland.co.uk/report/2021/assessing-the-resilience-of-market-based-finance
https://ukfinancialservicesinsights.deloitte.com/post/102h42x/boe-and-fca-suggest-potential-frameworks-for-liquidity-classification-and-swing-p
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Sustainable Finance

Key regulatory publications over the summer 

Rosalind Fergusson
Sustainable Finance Lead

“Regulatory action on climate change 
continues apace. As we approach COP26, we 

expect heightened focus by all stakeholders on 
the credibility of firms’ net zero plans. Climate 
risk, ESG disclosures, “greenwashing”, and ESG 
data will also remain key priorities for firms.” 

The IPCC published its sixth assessment report, setting out stark 
conclusions on climate change. The report crystallises the need 
for firms to improve their modelling capabilities for acute physical 
risks. 
“The evidence is irrefutable: greenhouse gas emissions are choking 
our planet & placing billions of people in danger… We must act 
decisively now to avert a climate catastrophe.” Antonio Guterres, 
UN Secretary-General.

The FCA published a Dear Chair letter to Authorised Fund 
Managers (AFMs) setting out guiding principles on the design, 
delivery and disclosure of ESG and sustainable investment 
funds. The letter is in response to FCA concerns over 
“greenwashing”. AFMs should look at how they apply the 
principles to their FCA authorised investment funds which make 
ESG or sustainability related claims. 

The ECB published a newsletter on its preliminary findings relating 
to banks’ implementation of the guide on climate-related and 
environmental risks. It found significant shortcomings in many 
banks’ current practices (with very few banks having incorporated 
climate risk into their strategies and risk management processes) 
and their action plans. The ECB will impose qualitative measures 
on “extreme outliers” in the 2021 SREP. The EC also published a 
study, conducted by Blackrock, which found that the integration 
of ESG factors into banks’ risk management and investment 
practices and prudential supervision is at an early stage. We 
published a blog on Climate-related financial risk in banking | The 
state of play on capital requirements.

The Platform on Sustainable Finance published a draft report on 
a new Social Taxonomy. 
It would be based on international norms and principles that 
would help investors contribute to finance solutions around 
ensuring decent work, enabling inclusive and sustainable 
communities and affordable healthcare and housing. The 
Platform also published draft reports on taxonomy extension 
options linked to environmental objectives and preliminary 
recommendations for technical screening criteria for the EU 
Taxonomy.

IOSCO published a Consultation Paper on ESG ratings and data 
product providers. 
While the CP stops short of recommending that ESG ratings and 
data product providers be brought within the regulatory 
perimeter, it does signal enhanced scrutiny of these elements of 
the ESG market. The proposals have implications for regulators, 
ESG ratings and data products providers, entities covered by ESG 
ratings, and financial market participants.

https://www.ipcc.ch/report/ar6/wg1/
https://www.fca.org.uk/publication/correspondence/dear-chair-letter-authorised-esg-sustainable-investment-funds.pdf
https://www.bankingsupervision.europa.eu/press/publications/newsletter/2021/html/ssm.nl210818_5.en.html
https://op.europa.eu/en/publication-detail/-/publication/ce43e64f-06e0-11ec-b5d3-01aa75ed71a1/language-en
https://ukfinancialservicesinsights.deloitte.com/post/102h3pj/climate-related-financial-risk-in-banking-the-state-of-play-on-capital-requirem
https://ec.europa.eu/info/sites/default/files/business_economy_euro/banking_and_finance/documents/sf-draft-report-social-taxonomy-july2021_en.pdf
https://ec.europa.eu/info/sites/default/files/business_economy_euro/banking_and_finance/documents/sustainable-finance-platform-report-taxonomy-extension-july2021_en.pdf
https://ec.europa.eu/info/sites/default/files/business_economy_euro/banking_and_finance/documents/210803-sustainable-finance-platform-report-technical-screening-criteria-taxonomy_en.pdf
https://www.iosco.org/library/pubdocs/pdf/IOSCOPD681.pdf
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FinTech

Key regulatory publications over the summer 

Ben Thornhill
FinTech Senior Consultant

“UK policy-makers and regulators continued to 
shape pioneering strategic initiatives to 

support innovation. These initiatives are critical 
building blocks of the future digital 

infrastructure needed to support payments 
and data-driven innovation, such as Open 

Finance.” 

DCMS published an updated version of the UK digital identity 
and attributes alpha trust framework, and a consultation on 
creating a digital identity governance and legal framework. 
The updated alpha trust framework includes more detail on the 
Government’s planned approach to certification, and roles, 
relationships and needs of different services and use cases.
DCMS is also consulting on a proposed governance framework, 
including creating a new governing body – likely housed in an 
existing regulator. The body’s responsibilities would include 
establishing accreditation and certification processes for 
organisations to prove compliance with a trust mark. As part of 
the consultation, DCMS also set out plans to enable a legal 
gateway to allow trusted private firms to check government-held 
data digitally for eligibility, identity and validation purposes. The 
consultation closes on 13 September. 
Finally, DCMS announced plans for live testing of the framework. 
DCMS will use testing feedback to develop a beta version trust 
framework, expected in 2022. Applications to take part in live 
testing close on 5 September.

ICO consultation on its draft International Data Transfer 
Agreement (IDTA) and guidance. The IDTA will replace the 
current Standard Contractual Clauses to reflect the European 
Court of Justice’s Schrems II ruling, as we covered in our blog
earlier this year. Once finalised, firms will be able to use the IDTA 
when making a restricted transfer of personal data to a country 
outside the UK not covered by a UK data adequacy decision. 
Alongside the draft IDTA, the ICO is also consulting on its updated
guidance on international transfers and a draft international 
transfer risk assessment and tool. The consultation closes on 7 
October. These changes should help firms update their 
international data transfers governance and risk management 
processes, including those applicable to Cloud migration 
programmes, and ensure they have appropriate contingency plans 
and legal mechanisms in place.

PSR decisions on lowering risks to New Payments Architecture 
(NPA) delivery and consultation on legal instruments to 
implement them. The PSR confirmed it would require Pay.UK, 
which is responsible for delivering the NPA, to narrow the scope 
of the NPA Central Infrastructure Services (CIS) procurement 
contract by mandating that it:

• must - at a minimum - buy the services needed to support 
single push payments, to allow most Faster Payments 
transactions to migrate to NPA; and

• may buy additional services and system functionality if the 
PSR does not object to their inclusion in the CIS contract.

The PSR is consulting on changes to Specific Directions 2 and 3 –
which require Pay.UK to run a competitive procurement process 
for CIS - to implement the above decisions. The consultation 
closes on 10 September. The PSR also plans to publish a policy 
statement on its regulatory framework for the NPA in Q4 2021.

DCMS published a package of data plans. The Government 
announced that it will prioritise obtaining data adequacy 
partnerships with the USA, Australia, Republic of Korea, 
Singapore, Dubai International Finance Centre, and Colombia. The 
Government also named New Zealand Privacy Commissioner John 
Edwards as its preferred candidate to be the UK's next 
Information Commissioner. Finally, DCMS confirmed plans to 
consult on the UK's future data protection regime "in the coming 
weeks", including the Information Commissioner's Office (ICO)'s 
role to encourage the responsible use of data.

https://www.gov.uk/government/publications/uk-digital-identity-attributes-trust-framework-updated-version/uk-digital-identity-and-attributes-trust-framework-alpha-version-2
https://www.gov.uk/government/consultations/digital-identity-and-attributes-consultation/digital-identity-and-attributes-consultation
https://www.gov.uk/government/publications/uk-digital-identity-attributes-trust-framework-updated-version/alpha-testing-of-the-trust-framework
https://ico.org.uk/media/about-the-ico/consultations/2620396/intl-data-transfer-agreement-202100804.pdf
https://ukfinancialservicesinsights.deloitte.com/post/102gppl/schrems-ii-financial-services-cloud-strategies-in-the-crossfire
https://ico.org.uk/media/about-the-ico/consultations/2620394/consultation-paper-intl-transfers-under-uk-gdpr-20210804.docx
https://ico.org.uk/media/about-the-ico/consultations/2620397/intl-transfer-risk-assessment-tool-20210804.pdf
https://www.psr.org.uk/media/eecopbwe/psr-cp21-8-lowering-risks-to-npa-delivery-july-2021.pdf
https://www.gov.uk/government/news/government-announces-preferred-candidate-for-information-commissioner
https://www.gov.uk/government/news/uk-unveils-post-brexit-global-data-plans-to-boost-growth-increase-trade-and-improve-healthcare
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Conduct

Key regulatory publications over the summer 

“As it continues its transformation into a 
more innovative and assertive regulator, 

firms will need to prepare for an FCA 
geared up for quicker detection of harm 

and misconduct.”

The FCA published it business plan 2021/22 and consulted on 
changes to its decision-making procedures.
The business plan focuses on the FCA’s continuing transformation 
into a more innovative, assertive and adaptive regulator and signals 
a more robust approach to authorisations, use of the FCA’s legal 
powers and the regulatory perimeter. The plan also sets out the 
FCA’s cross-sectoral priorities, as well as those for consumer and 
wholesale markets. More detail on the business plan can be found 
in our blog. Following the publication of the business plan, the FCA 
consulted on changes to its decision-making process. The FCA is 
proposing to move some decisions from the Regulatory Decisions 
Committee to FCA staff. These include certain decisions in relation 
to authorisations or straight-forward cancellation cases. Next steps: 
The consultation on the FCA’s decision-making process closes on 17 
September 2021. 

Orla Hurst
Retail Conduct Lead

The FCA consulted on increasing transparency for investors on 
the diversity of company boards and executive management.
Following an earlier joint discussion paper with the PRA and 
BoE on diversity and inclusion (D&I) in financial services, the 
FCA consulted on changing its Listing Rules to require listed 
companies to disclose annually, on a comply or explain basis, 
whether they meet specific board diversity targets and to 
publish diversity data on their boards and executive 
management. The consultation closes on 20 October 2021. 
Subject to feedback and FCA Board approval, the FCA is seeking 
to make the relevant rules by late 2021

The FCA resumed its Credit Information Market Study.
The FCA will engage with industry and consumer groups and 
complete its analysis during Q3 2021, before publishing an 
interim report in Q1 2022. The study will take account of 
the Woolard Review recommendations to the FCA.

The FCA wrote to third party mortgage administrators (TPAs).
Following analysis of the key risks posed by this portfolio, the
letter sets out the FCA’s areas of supervisory focus. These 
include the fair treatment of customers, particularly vulnerable 
customers, operational resilience and firms’ financial resources.  
The FCA also wrote to firms outsourcing to TPAs reminding 
them they remain responsible for activities carried out by third 
parties on their behalf. The FCA expects firms outsourcing to 
TPAs to ensure those third parties are appropriately monitored 
and have adequate resources in place. 

The FCA wrote to the RemCo Chairs of dual-regulated banks, 
building societies and PRA designated investment firms.
The letter sets out the FCA’s approach to remuneration for 
2021/22 and highlights other areas for RemCo Chairs to consider. 
In particular, the FCA expects more firms to use non-financial 
measures in scorecards to support ESG factors and urges RemCo
Chairs to review pay data across all protected characteristics and 
act swiftly to address any disparities.

https://www.fca.org.uk/publications/business-plans/2021-22
https://ukfinancialservicesinsights.deloitte.com/post/102h371/the-fca-business-plan-2021-22-a-more-innovative-assertive-and-adaptive-regulato
https://www.fca.org.uk/publications/consultation-papers/cp21-25-changes-fca-decision-making-procedure
https://www.fca.org.uk/publication/consultation/cp21-24.pdf
https://www.fca.org.uk/publications/market-studies/ms19-1-credit-information-market-study
https://www.fca.org.uk/publication/correspondence/portfolio-letter-third-party-mortgage-administrators.pdf
https://www.fca.org.uk/publication/correspondence/portfolio-letter-outsourcing-to-mortgage-third-party-administrators.pdf
https://www.fca.org.uk/publication/correspondence/dear-chair-remuneration-committee.pdf
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Financial Crime

Key regulatory publications over the summer 

“While the big news in financial crime is the 
EU’s wide-ranging proposals to overhaul the 
AML/CFT regime, other regulators have not 
been idle. Our sense is that regulators are 

looking for firms to demonstrate a much more 
robust attitude to financial crime risks, and 

that their patience in this area is running thin” 

The European Commission released a package of proposals 
containing significant amendments to the EU’s AML regime.

The package consists of four legislative proposals: 

1. A regulation establishing a new EU AML/CFT Authority
(AMLA);

2. A regulation on AML/CFT; 
3. A sixth AML/CFT Directive; and
4. A revision of the 2015 Regulation on transfers of funds, to 

include crypto-assets.

Items 2, 3 and 4 in the list will form a new EU single rulebook 
on AML.

The proposal to create a new regulatory authority in the EU, 
focussing on AML and CTF, is not news per se – this has been 
an option under consideration for some time.

Rod Hardcastle
Head of Credit Risk Regulation

Banks that received the FCA’s Dear CEO letter on common 
failings in Financial Crime should be well advanced in their gap 
analysis against the points in the FCA’s letter, which is due for 
completion by 17 September. The FCA identified common 
failings across virtually all principal areas of financial crime risk 
management: Governance and Oversight; Business-wide Risk 
Assessment; Customer Risk Assessment; Customer Due 
Diligence and Enhanced Due Diligence; Transaction Monitoring; 
and Suspicious Activity Reports.

Following the change of regime in Afghanistan, the FCA has 
warned firms that they should review their AML/CFT processes. 
Specifically, the FCA notes that firms should appropriately monitor 
and assess transactions to Afghanistan for risks of money 
laundering or financing of terrorism, and continue to ensure that 
suspicious activity is reported to the UK Financial Intelligence Unit 
at the National Crime Agency.

The FCA also notes that sanctions are already in place in respect of 
Afghanistan. Firms should continue to screen against the UK 
Sanctions List and the regime-specific list for Afghanistan.

https://ec.europa.eu/finance/docs/law/210720-proposal-aml-cft-authority_en.pdf
https://ec.europa.eu/finance/docs/law/210720-proposal-aml-cft_en.pdf
https://ec.europa.eu/finance/docs/law/210720-proposal-amld6_en.pdf
https://ec.europa.eu/finance/docs/law/210720-proposal-funds-transfers_en.pdf
https://www.fca.org.uk/publication/correspondence/dear-ceo-letter-common-control-failings-identified-in-anti-money-laundering-frameworks.pdf
https://www.fca.org.uk/news/statements/firms-reminded-about-potential-financial-crime-risks-linked-afghanistan
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Operational Resilience

Key regulatory publications over the summer 

Scott Martin
Operational Resilience Lead

“Regulators are pushing firms to be ready for 
the 31 March 2022 implementation of the UK 
operational resilience framework. Central to 

this is being able to identify severe but 
plausible threats to their important business 
services, and understand how those threats 
might harm consumers or impair the proper 

functioning of markets ”

The FCA published a Dear CEO letter to investment platforms 
outlining a number of concerns it has around technology 
resilience in the sector. The FCA identified recent instances of 
IT outages driven by surges in retail investor activity during the  
COVID-19 pandemic and stated its view that these were 
examples of severe but plausible operational disruptions that 
caused harm to consumers and market confidence. 

In the letter, the FCA reminded firms of the finalisation of the 
UK supervisory framework for operational resilience earlier this 
year (PS 21/3 for the FCA) coming into force on 31 March 
2022. The FCA emphasised that it expects firms to:
• Invest in their systems to ensure that they keep pace with 

the growth in their business and remain fit for purpose.
• Ensure that IT upgrades and migrations undergo thorough 

analysis and testing to reduce outages that can cause harm 
to customers.

• Have contingency plans in place to deal with operational 
disruptions.

The FCA further indicated that it will shortly begin asking firms 
to report specific data about service disruptions on an ongoing 
basis.

As part of its July Financial Stability Report the Financial Policy 
Committee (FPC) announced that it was of the view that 
additional policy measures are needed to mitigate the risks 
associated with Cloud Service Providers (CSPs) and other Critical 
Third Parties (CTPs). 

Examples of potential regulatory measures to address CTP risks 
that the FPC gave include:
• The development of resilience standards for CTPs that build 

on the recently finalised UK operational resilience 
supervisory framework.

• Resilience testing building on existing UK financial services 
testing frameworks (such as the CBEST red-team 
penetration testing programme or the SIMEX industry-wide 
scenario exercises).

The action proposed will potentially require legislative changes 
and the FPC indicated that UK regulators have already engaged 
with HM Treasury on next steps. 

https://www.fca.org.uk/publication/correspondence/portfolio-letter-strategy.pdf
https://www.fca.org.uk/publication/policy/ps21-3-operational-resilience.pdf
https://www.bankofengland.co.uk/-/media/boe/files/financial-stability-report/2021/july-2021.pdf
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