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BCBS-CPMI-IOSCO Publish Consultative Report on Transparency and

Responsiveness of Initial Margin in Centrally Cleared Markets (2024/1/16)

e BCBS-CPMI-IOSCO call for interested parties to comment on ten policy

proposals which aim to improve central clearing participants’ understanding
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of initial margin calculations and potential future margin requirements.

e The report proposes that central counterparties (CCPs) should provide
additional public disclosures on their margin models and increase the

sophistication and accessibility of margin simulation tools.

e (learing members should provide greater transparency to clients and the

CCPs of which they are members.

The Basel Committee on Banking Supervision (BCBS), the Bank for
International Settlements’ Committee on Payments and Market Infrastructures (CPMI)
and the International Organization of Securities Commissions (IOSCO) today jointly

published a consultative report Transparency and responsiveness of initial margin in

centrally cleared markets — review and policy proposals. Interested parties are invited

to comment on this report.

The ten policy proposals in the report aim to increase the resilience of the
centrally cleared ecosystem by improving participants’ understanding of CCPs’ initial

margin calculations and potential future margin requirements.
The proposals cover:

CCP simulation tools: Margin simulation tools with certain minimum

functionality should be made available by CCPs to clearing members and their clients.

CCP disclosures: CCPs should disclose additional information related to their
margin models including on anti-procyclicality tools. CCPs should also report certain

public quantitative disclosure elements in a more timely and frequent manner.

Measurement of initial margin responsiveness: To facilitate the monitoring of
margin requirements by clearing members and their clients, CCPs should disclose a

standardised metric for measuring initial margin responsiveness.

Governance frameworks and margin model overrides: CCPs should


https://www.iosco.org/library/pubdocs/pdf/IOSCOPD757.pdf
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implement enhanced analytical and governance frameworks for margin models. When
CCPs use discretion to override model margin requirements, this should be done

within a publicly disclosed analytical and governance framework.

Clearing member transparency: Clearing members should provide greater
transparency to their clients and the CCPs of which they are members. Additionally,
they should develop enhanced analytical frameworks for assessing margin

responsiveness when passing on margin calls to clients.

This consultative report has been developed pursuant to publication of the

BCBS-CPMI-IOSCO Review of margining practices in 2022. In addition to this

consultative report published today, there will be two further upcoming reports, a
BCBS-IOSCO report Streamlining VM processes and IM responsiveness of margin
models in non-centrally cleared markets and a CPMI-IOSCO report Streamlining

variation margin in centrally cleared markets — examples of effective practices.

The Financial Stability Board (FSB) is also conducting work to develop
high-level, cross-sectoral policy proposals on non-bank market participants’ liquidity
preparedness to meet margin and collateral calls. The FSB will publish a consultative

report in the first half of 2024.

https://www.i0sco.org/news/pdf/IOSCONEWS722.pdf
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BCBS-10SCO Report Sets out Recommendations for Good Margin Practices in

Non-centrally Cleared Markets (2024/1/17)

e BCBS-IOSCO publish a report on streamlining variation margin processes
and the responsiveness of initial margin models in non-centrally cleared

markets.

e The report sets out eight recommendations to encourage the implementation

5
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of good market practices but does not propose any policy changes to the

BCBS-IOSCO frameworks.

e The recommendations address challenges that could inhibit a seamless
exchange of margin and collateral calls in stress periods and highlight good
practices for making the Standard Initial Margin Model (SIMM) more

responsive to extreme market shocks.

The Basel Committee on Banking Supervision (BCBS) and the International
Organization of Securities Commissions (IOSCO) today published a Report on

streamlining VM processes and IM responsiveness of margin models in non-centrally

cleared markets, which sets out recommendations for good market practices to

enhance market functioning. Interested parties are invited to comment on this report.

In September 2022 the BCBS, the BIS Committee on Payments and Market

Infrastructures and IOSCO published a Review of margining practices. Today's

consultative report articulates the policy analyses work carried out by the
BCBS-IOSCO in two areas discussed in that report: (i) exploring the need to
streamline variation margin processes in non-centrally cleared markets; and (ii)
investigating the responsiveness of initial margin models in non-centrally cleared

markets.

The consultative report sets out eight recommendations to encourage the
widespread implementation of good market practices but does not propose any policy

changes to the BCBS-IOSCO frameworks.

The first four recommendations aim to address challenges that could inhibit a
seamless exchange of variation margin during a period of stress. The other four
highlight good practices for market participants to smoothly implement initiatives to
ensure the calculation of initial margin is consistently adequate for contemporaneous
market conditions and proposes that supervisors should monitor whether these
developments are sufficient to make this model responsive enough to extreme market

6
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FIA Responds to CFTC Proposed Rulemaking on Investments for FCMs and

DCOs (2024/1/18)

FIA has submitted a joint response with CME to the CFTC’s proposed
rulemaking amending its rules governing permissible investments for futures
commission merchants (FCMs) and derivatives clearing organizations (DCOs). The
letter broadly supports the CFTC’s efforts to provide more safe and liquid investment
options for FCMs and DCO to improve collateral and risk management processes for
clearinghouses, clearing members and customers.

7
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The letter also offers refinements to the proposed conditions for investments in
foreign sovereign debt, treasury ETFs and government MMFs that would bring the
conditions more in line with market and industry practices, thus optimizing use of the

investments.

We look forward to further engagement with the CFTC as this important
initiative progresses toward a final rulemaking and commend the Commission and
staff for their diligence in working to ensure the CFTC regulations adapt to changing
market conditions and risk management needs while continuing to set the bar for

customer protections.
Read the full response.

https://www.fia.org/fia/articles/fia-responds-cftc-proposed-rulemaking-investments-fc

ms-and-dcos
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REZE, Ho, B4 PTRRS A L 8k TR XM ZEA, ELRENMAUER
BEAR, HXPTRRS WHERE + oA RIELTE,

I0SCO T w % e (% 7% R4) £ /% Kevin Fine & 7~: “PTRRS £ 5
MERT N AR EFTREERAREZNER., EEZNE, 10SCO E T #
% Fl PTRRS % R HF A A R M, W75 58 EFERLERS R EIE
Hdkdk, LARREGH KT EERN T &

I0SCO E At R & it ey A A UK E NN e BREERT IS EHNE
Ro MAERKRTRLHEWRKELE224 54 1 HRZWAEE

toconsultation-01-2024(@iosco.orgon.

IOSCO Seeks Feedback on Post Trade Risk Reduction Services (2024/1/26)

The Board of the International Organization of Securities Commissions (IOSCO)

today published a consultation report on Post Trade Risk Reduction Services (PTRRS),

which identifies potential policy considerations and risks associated with the use and
offering of PTRRS associated with over-the- counter (OTC) derivatives trades, and
presents sound practices as guidance to IOSCO members and regulated users of

PTRRS.

IOSCO is seeking to better assess the risks associated with the increased use of
PTRRS and concentration of PTRRS providers, particularly in the areas of portfolio

compression and counterparty risk optimisation.

The Consultation Report notes that PTRRS offer important benefits, including
post-trade operational efficiencies, reduction in counterparty risk and, potentially, an

overall reduction in systemic risk.

However, PTRRS may pose a number of challenges and risks. For instance, risks
relating to market concentration of service providers, a lack of transparency regarding
the algorithms used by providers, and a lack of meaningful due diligence by users of

PTRRS. Further, while PTRRS are widely used in many jurisdictions, there is limited


mailto:toconsultation-01-2024@iosco.orgon
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data received by regulatory authorities, in addition to either limited or no direct

regulatory oversight of PTRRS.

Kevin Fine, Chair of IOSCO’s Committee on Derivatives (Committee 7) said
“PTRRS play an increasingly significant role in the efficient functioning of OTC
derivatives markets. It is important that [OSCO understands both the benefits and the
evolving risks associated with the use of PTRRS, the challenges that market
participants face in using such services, and whether there are ways to improve

market practices.”

IOSCO is seeking input from market participants on the discussion question in
the report as well as the proposed sound practices. Comments on the consultation

report should be sent toconsultation-01-2024@iosco.orgon or before 1 April 2024.

https://www.i0sco.org/news/pdf/IOSCONEWS724.pdf

b

EBREZR 2 2024 FTAITR] (202441 A 24 H)

SRR EREHEREZ NI T T LI FHEHXFEREME, G
#1812 K T 1E71 % B F R 1T & F 7 (NBFI) 47571 .

. SHBREER 22024 FHTEERZ —ZREHFHI]LFEL (%8
YK F XA EH 4 oy % & EF) (Key Attributes of Effective Resolution
Regimes for Financial Institutions ), € # &4 2023 £3 f T W51 5% # %
B

. SR ER LR E —E R TBEFAHFCIFHIm A, [ ERAEN
K. BBREERSHELNELZIEZ) LM EEFL L, HHEH
T E B F |5 X & T &, CG#ARTH (tokenisation) A T#
g (A,
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FSB Sets out 2024 Work Programme (2024/1/24)

. The FSB will monitor vulnerabilities and support global cooperation in a
rapidly changing environment, including through its work programme for

enhancing the resilience of non-bank financial intermediation (NBFI).

. One focus of FSB work in 2024 will be to promote the full implementation
of the Key Attributes of Effective Resolution Regimes for Financial
Institutions across all sectors work on resolution, including addressing the

lessons learned from the March 2023 banking turmoil.

. Another focus area is harnessing the benefits of digital innovation while
containing its risks. The FSB will take forward implementation of its global
regulatory and supervisory framework for crypto-asset activities and continue
to monitor the financial stability implications of other digital innovations,

including tokenisation and artificial intelligence (Al).

The Financial Stability Board (FSB) today published its work programme for
2024. Priority areas of work and new initiatives, including deliverables to the

Brazilian G20 Presidency, include:

. Supporting global cooperation on financial stability. The FSB continues to
promote financial stability in a rapidly changing environment, in which

vulnerabilities in the global financial system continue to be elevated, reflecting
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high interest rates and an uncertain growth outlook, while vulnerabilities from
structural change continue to emerge in areas such as climate change, cyber, and

crypto-asset markets.

Completing resolution reforms. The FSB will continue its work to promote
the full implementation of the Key Attributes of Effective Resolution Regimes
for Financial Institutions across all sectors. The focus will be to address
the lessons learned from the March 2023 banking turmoil, including work on
deposit behaviour and the role of technology and social media; and on interest
rate and liquidity risk in the financial system. In 2024, the FSB will also finalise

its proposals for a set of resources and tools to support the resolution of a central

counterparty (CCP) and publish the list of insurers subject to the resolution

planning standards.

Enhancing the resilience of NBFI. The FSB will continue to advance

its work programme for enhancing NBFI resilience, which it is carrying out

together with the standard-setting bodies and international organisations. This
includes exploring policy recommendations or policy options for non-bank
financial leverage; enhancing liquidity preparedness of non-bank market
participants for margin and collateral calls; and conducting new work on the

functioning and resilience of repo markets.

Enhancing cross-border payments. The G20 roadmap for enhancing

cross-border payments co-ordinated by the FSB, contains a comprehensive set of

actions and a framework for monitoring progress toward achieving the
quantitative targets that have been set for end-2027. As part of this, in 2024, the
FSB will issue recommendations to promote alignment and interoperability in
data frameworks related to cross-border payments and develop recommendations
to strengthen the consistency of regulation and supervision of banks and

non-banks providing cross-border payment services.
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. Harnessing the benefits of digital innovation while containing its risks. A
key focus for 2024 and beyond is on ensuring the effective implementation of the
agreed global regulatory and supervisory framework for crypto-asset activities
and markets and for global stablecoin arrangements. The FSB will also complete
work on the financial stability implications of tokenisation; prepare a report for
the G20 on recent developments in Al and their potential implications for

financial stability; and, in its efforts to enhance cyber resilience, design a format

for incident reporting exchange (FIRE) to promote greater convergence in

financial institutions’ reporting of incidents to financial authorities.

. Addressing financial risks from climate change. The FSB will continue to

coordinate international work through its roadmap for addressing climate-related

financial risks. Work this year will include analysis of the relevance of transition
plans for financial stability and, for the G20, a stocktake of regulatory and
supervisory initiatives related to the identification and assessment of
nature-related financial risks. The FSB will also prepare a further progress report

on achieving consistent climate-related financial disclosures.

https://www.fsb.org/2024/01/fsb-sets-out-2024-work-programme/
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6. XERRHRXRZZRQ2BEE—XHFFESERBXHITR (2024 £1 A 16
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FEFRBEREXZZ R4S (CFTC) 1% EmAlHE TN+ X H X & &2 I)F
# [E /A K Yueyu Bao & 5 BB KX Z 1t Xl

TR F, CFTC FK 4 Bao A LEER K. HdFEE. REMAK.
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CFTC BrF/ i AL R AL 5T .

RUEER

AR 81,2021 4 10 A7 11 A, # 4 & = fm 5 B & X % B (Chicago Board
of Trade) #1TT —RIFEX G, WH3I3E. 410 FHREAWEZR R ER
X5, MK —JFE L], Baio MED 159 FTETNEERL “RF5H A” kP
PN I

RFFHN, Bao MR Z# A ERZ FTHRARE, WREYT, HELLREE
FExBA, AL HTERRT . Boo MR Z# A UREERR 7 ERIKNHET
BATE, REEREAEZ IR & X5 Hr v Globex F & £ & | 5 IL BLAK L HY
iT#. Bao MR NERXFHHRZ MBI FMT NN ZE, L HONZMN
X% AHIKF B Bao K P # 45 % &0 Bao WX — T AHERT (EFEBF &R
Z %) (CEA) 1 CFTC BR A ik AL 0 1 (B 5K 27 4 7o

CFTC Charges a Trader for Engaging in a Fictitious Sales Scheme (2024/1/16)

The Commodity Futures Trading Commission today filed a complaint in the U.S.
District Court for the Central District of California against Yueyu Bao, a Chinese

citizen, for engaging in a fictitious sales scheme.
In its complaint, the CFTC seeks restitution, disgorgement of ill-gotten gains,
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civil monetary penalties, permanent trading and registration bans, and a permanent
injunction against further violations of the Commodity Exchange Act (CEA) and

CFTC regulations, as charged.
Case Background

The complaint alleges that in October and November 2021, the defendant
engaged in a series of illegal transactions on the Chicago Board of Trade involving 33
non-competitive, fictitious sales of 410 futures contracts. Through this illegal scheme,
Bao coordinated the transfer of at least $159,000 from the account of his cousin,

“Trader A,” to his own account.

The complaint alleges Bao and Trader A worked in tandem, closely coordinated
their trading, and synchronized their fictitious sales by communicating in real time
about their bids and offers. Bao and Trader A intentionally entered orders during
periods of low overall trading volume with the express purpose of finding and
matching each other’s orders on the Chicago Board of Trade’s Globex platform. Bao
intentionally engaged in this trading activity that lacked both price competition and
market risk for the sole purpose of passing funds from Trader A’s account to Bao’s
account. By engaging in this conduct, he violated the fictitious sales provisions of the

CEA and CFTC regulations.

https://www.cftc.gov/PressRoom/PressReleases/8848-24

7. REW&EHMKX L ZERLEE IMX Health, LLC & 4737 (2024 41 A

18 H)

ZEWEHMRRZZ R4 (CFTC) B4, AT M IMX Health, LLC % 48
T ATE 4~ (Order of Designation), ¥ £ A3 & 6274 (DCM)., IMX Health
E—FAERBEMNEM. BRHLTFAEFMNZ mTFTegRTELH.
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CFTC B (FEH %X %) (CEA) % 5a ¥ 1 CFTC Bk 3= M % 38.3(a)
%% W7 EATHA . CFTC A%, IMX Health BEBH 2 A #6 / H FE A T4 <
AT (FEEFRER G &) F55 CFTC BAEN. B EMBETU, ZTK
A8 % R & B0k IMX Health & <7 1& | T 36 € 429 T 70 (EE# & X 7 %)
A8 CFTC B # vk H e B A AL

k& #& IMX Health By n \, 382 &N TZNEEHLE 17 1
CFTC Designates IMX Health, LLC as a Contract Market (2024/1/18)

The Commodity Futures Trading Commission today announced it has issued an
Order of Designation to IMX Health, LLC, granting it designation as a contract
market (DCM). IMX Health is a limited liability company registered in Delaware and

headquartered in Chicago, Illinois.

The CFTC issued the order under Section 5a of the Commodity Exchange Act
(CEA) and CFTC Regulation 38.3(a). The CFTC determined IMX Health
demonstrated its ability to comply with the CEA provisions and CFTC regulations
applicable to DCMs. The terms and conditions of the order require, among other
things, that IMX Health comply with all provisions of the CEA and the CFTC’s

regulations applicable to DCMs.
With the addition of IMX Health, there will be 17 DCMs.

https://www.cftc.gov/PressRoom/PressReleases/8849-24

8. J.P.Morgan B3 K %M APk 4 HL R T 3 3 1800 7 X6 (2024 £ 1 A 16
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NEREHNEFZE S SEC #1THE

*[EE 4K %% 7 4 (SEC)E A7, *f J.P. Morgan Securities LLC (J.P. Morgan)
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FELA% 20 H & B Rl & P A2 22 5 P 1] SEC R & V8 A B9 3 SOIE 7 vE AT N B 45 15 35 K
AufE . J.P.Morgan [E] & 3 ff 1800 77 % Ty K= 5 & UL T £ 4542,

A& SEC BT 4, H 2020 4 3 A % 2023 4 7 A, J.P.Morgan T # 7 %
FPONEAR R G 1000 ETHERRE TN, ZFEREEFREN LTI N
(confidential release agreements). N E K & 7 W & H s 5 & H A X9 i £ 4
FEURSHPIKF AREAERETRE . W, REVWAFEF HE
SEC ey &, 183 niF & P £ 518 & SEC,

SEC #7 # £ £ Gurbir S. Grewal &7~: “T BEEF 4. EH B NLE
HAH T, AR EMIENAL SEC IR FRUETETHIEEH LK. X
IF & #1148 4% J.P. Morgan AT F 18, # 4k, JP. Morgan i £ £ 22 P 7 )\
AN B SRR FH MG  SEC & # S RAEFEWAT h Z B %, A
EEPENTI RN, WA ENBIENERIREA T EENE R HRPHE M,
BHEEETHRZF, THREREEN.”

SEC $hiE#H % =B HE ¥ |15 & £ & Corey Schuster #1: “# & FH, TIL A
PR EE, OB X ET TR, B EHE SEC FR., ALER
FREAREBPNAAFTEARDNF A ECEHFBEAEFRANFR

SEC TH 4\ %, JP.Morgan i X 7 (1934 FiE %X % %) % 21F-17(a) &
AN o ZAN A —TERARF AN, BIFE L RBAETATEE AN AT st K
WL EENAT A5 SEC THEA R E#AE . BT A B LN SEC WHELER
HEIL T, JP. Morgan B B8 %5, (Fib® RFERARFPAMBGAT A, M
1800 77 = TCHY K % 71 .

J.P. Morgan to Pay $18 Million for Violating Whistleblower Protection Rule

(2024/1/16)

Firm’s confidential agreements impeded clients from communicating with

the SEC
The Securities and Exchange Commission today announced settled charges
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against J.P. Morgan Securities LLC (J.P. MORGAN) for impeding hundreds of
advisory clients and brokerage customers from reporting potential securities law
violations to the SEC. J.P. MORGAN agreed to pay an $18 million civil penalty to

settle the charges.

According to the SEC’s order, from March 2020 through July 2023, J.P.
MORGAN regularly asked retail clients to sign confidential release agreements if
they had been issued a credit or settlement from the firm of more than $1,000. The
agreements required the clients to keep confidential the settlement, all underlying
facts relating to the settlement, and all information relating to the account at issue. In
addition, even though the agreements permitted clients to respond to SEC inquiries,

they did not permit clients to voluntarily contact the SEC.

“Whether it’s in your employment contracts, settlement agreements or elsewhere,
you simply cannot include provisions that prevent individuals from contacting the
SEC with evidence of wrongdoing,” said Gurbir S. Grewal, Director of the SEC’s
Division of Enforcement. “But that’s exactly what we allege J.P. Morgan did here. For
several years, it forced certain clients into the untenable position of choosing between
receiving settlements or credits from the firm and reporting potential securities law
violations to the SEC. This either-or proposition not only undermined critical investor

protections and placed investors at risk, but was also illegal.”

“Investors, whether retail or otherwise, must be free to report complaints to the
SEC without any interference,” said Corey Schuster, Co-Chief of the Enforcement
Division’s Asset Management Unit. “Those drafting or using confidentiality
agreements need to ensure that they do not include provisions that impede potential

whistleblowers.”

The SEC’s order finds that J.P. MORGAN violated Rule 21F-17(a) under the
Securities Exchange Act of 1934, a whistleblower protection rule that prohibits taking

any action to impede an individual from communicating directly with the SEC staff
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about possible securities law violations. Without admitting or denying the SEC’s
findings, J.P. MORGAN agreed to be censured, to cease and desist from violating the

whistleblower protection rule, and to pay the $18 million civil penalty.

https://www.sec.gov/news/press-release/2024-7

9. (ERRMRXZIZRLRXABFTHRECREEN IR ZHHHAT
AR ERERAARENL (2024 421 A 24 H)

*EFRIRLZZE R4 (CFTC) EAR — TR A FIE (substituted
compliance application) EK /A & W, 1% #1F &K CFTC A&, ¥4 CFTC
EMBEEERT IR B LERFEFEE RN THEA T T A
S MEEK, RBR(FEFRXZE) WELF ARG HFREEK. ZF
H IR 2 E A E IR AT £ 42 (Institute of International Bankers). [EFr# #1547
4 T B4 (International Swaps and Derivatives Association) L & % Eif %\ 4

BT 3714 (Securities Industry and Financial Markets Association)

5z gk, CFTC gt — JUA] btk A B A Al X A A 19 3 ZAE K A& s
ZEREMNE, EEEFERE R (UK Prudential Regulation Authority) #7 % & If
ET, A&MHE CFTC EMMNERTEE X ZHREFREEHILZE,

IREFEEZEACFTCERN ENFE, H 60 HHAERE WL, Z 2024
f£3 A 24 HEE,

CFTC Seeks Public Comment on Proposed Capital Comparability
Determination for Swap Dealers Subject to Supervision by the UK Prudential

Regulation Authority (2024/1/24)

The Commodity Futures Trading Commission is soliciting public comment on a
substituted compliance application requesting that the Commission determine that

certain CFTC-registered nonbank swap dealers located in the United Kingdom may
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satisfy certain Commodity Exchange Act capital and financial reporting requirements
by being subject to, and complying with, comparable capital and financial reporting
requirements under UK laws and regulations. The Institute of International Bankers,
the International Swaps and Derivatives Association, and the Securities Industry and

Financial Markets Association submitted the application.

In connection with the application, the Commission also is soliciting public
comment on a proposed comparability determination and related order providing for
the conditional availability of substituted compliance to CFTC-registered nonbank

swap dealers under the UK Prudential Regulation Authority’s prudential supervision.

The comment period will be open for 60 days after publication on CFTC.gov,
with a closing date of March 24, 2024.

https://www.cftc.gov/PressRoom/PressReleases/8852-24
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CFTC Staff Releases Request for Comment on the Use of Artificial Intelligence

in CFTC-Regulated Markets (2024/1/25)

The Commodity Futures Trading Commission’s Divisions of Market Oversight,
Clearing and Risk, Market Participants, and Data and the Office of Technology
Innovation today issued a request for comment (RFC) to better inform them on the
current and potential uses and risks of artificial intelligence (Al) in the derivatives

markets the CFTC regulates.

“The RFC complements the directives the Biden Administration established for
the safe, secure and trustworthy development of artificial intelligence, and embodies
good government. It prioritizes promoting responsible innovation and ensuring we
understand current and potential Al use cases and the associated potential risks to our
jurisdictional markets and the larger financial system. This allows us to better align
our supervisory oversight and evaluate the need for future regulation, guidance, or
other Commission action,” said Chairman Rostin Behnam. “This RFC will further
support the CFTC as we strategically identify the highest priorities and
return-on-investment projects with Al use cases internally to optimize our data-driven
approach to policy, surveillance, and enforcement.”
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This request seeks comment on the definition of AI and its applications,
including its use in trading, risk management, compliance, cybersecurity,
recordkeeping, data processing and analytics, and customer interactions. The request
also seeks comment on the risks of Al, including risks related to market manipulation
and fraud, governance, explainability, data quality, concentration, bias, privacy and
confidentiality and customer protection. Staff will consider the responses to this
request in analyzing possible future actions by the CFTC, such as new or amended

guidance, interpretations, policy statements, or regulations.

Comments will be accepted until April 24, 2024. Comments may be submitted

electronically through the CFTC Comments online process.

https://www.cftc.gov/PressRoom/PressReleases/8853-24
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ESMA and NCAs to Coordinate Supervisory Activities on MiFID II Pre-trade

Controls (2024/1/11)

The European Securities and Markets Authority (ESMA), the EU’s financial
markets regulator and supervisor, has launched a Common Supervisory Action (CSA)
with National Competent Authorities (NCAs), with the objective of assessing the
implementation of pre-trade controls (PTCs) by EU investment firms using

algorithmic trading techniques.

PTCs are used by investment firms to carry out checks at order entry to limit and
prevent sending erroneous orders for execution to trading venues. Following the May
2022 flash crash, ESMA and NCAs have focussed their attention on the
implementation of PTCs in the EU, gathering evidence through questionnaires
submitted to a sample of EU investment firms. As a follow up, ESMA and NCAs have
decided to launch a CSA with the goal of gathering further and more detailed insights

on how firms are using PTCs across the EU.
The CSA will cover the following aspects:

e Implementation of PTCs, including their calibration methodology and the use

of hard and soft blocks in the design of PTCs;
e [Establishment of credit and risk limits and their interaction with PTCs;
e Monitoring and governance framework related to PTCs;

e Implementation and monitoring of PTCs in case of outsourcing of trading

activity to third countries.

This initiative and the related sharing of practices across NCAs aim at ensuring
consistent application of EU rules, helping to promote stable and orderly markets in

line with ESMA’s objectives. The rules governing the use of PTCs are set out in
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MiFID II and more specifically in CDR 2017/589 (RTS 6) which specifies the

organisational requirements of investment firms engaged in algorithmic trading.
Next Steps
ESMA and NCAs will carry out the CSA in the course of 2024.

https://www.esma.europa.eu/press-news/esma-news/esma-and-ncas-coordinate-superv

isory-activities-mifid-ii-pre-trade-controls
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BT EHAATHFE, KETHFEGERKLA ARET,
ESAs Publish First Set of Rules under DORA for ICT and Third-party Risk

Management and Incident Classification (2024/1/17)

The three European Supervisory Authorities (EBA, EIOPA and ESMA - the

ESAs) published today the first set of final draft technical standards under the

DORA aimed at enhancing the digital operational resilience of the EU financial
sector by strengthening financial entities’ Information and Communication
Technology (ICT) and third-party risk management and incident reporting

frameworks.
The joint final draft technical standards include:

e Regulatory Technical Standards (RTS) on ICT risk management framework

and on simplified ICT risk management framework;
e RTS on criteria for the classification of ICT-related incidents;

e RTS to specify the policy on ICT services supporting critical or important

functions provided by ICT third-party service providers (TPPs); and

e Implementing Technical Standards (ITS) to establish the templates for the

register of information.

RTS on ICT risk management framework and on simplified ICT risk

management framework

The draft RTS on ICT risk management framework identify further elements
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related to ICT risk management with a view to harmonise tools, methods, processes
and policies. These elements are complementary to those identified in DORA. The
RTS identify the key elements that financial entities subject to the simplified regime
and of lower scale, risk, size and complexity would need to have in place, setting out
a simplified ICT risk management framework. The RTS ensure the ICT risk

management requirements are harmonised among the different financial sectors.
RTS on criteria for the classification of ICT-related incidents

These RTS specify the criteria for the classification of major
ICT-related incidents, the approach for the classification of major incidents, the
materiality thresholds of each classification criterion, the criteria and materiality
thresholds for determining significant cyber threats, the criteria for competent
authorities to assess the relevance of incidents to competent authorities in other
Member States and the details of the incidents to be shared in this regard. The RTS
ensure a harmonised and simple process of classifying incident reports throughout the

financial sector.
RTS on ICT TPP policy

These RTS specify parts of the governance arrangements, risk management and
internal control framework that financial entities should have in place regarding the
use of ICT third-party service providers. They aim to ensure financial entities remain
in control of their operational risks, information security and business continuity
throughout the life cycle of contractual arrangements with such ICT third-party

service providers.
ITS on the register of information

Finally, the ITS set out the templates to be maintained and updated by financial
entities in relation to their contractual arrangements with ICT third-party service

providers. The register of information will play a crucial role in the ICT third-party
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risk management framework of the financial entities and will be used by competent
authorities and ESAs in the context of supervising financial entities’ compliance with
DORA and to designate critical ICT third-party service providers that will be subject

to the DORA oversight regime.
Legal basis and Background

These final draft technical standards have been developed in accordance with
Articles 15, 16(3), 18(3), 28(9) and 28(10) of DORA (Regulation (EU) 2022/2554).
The public consultation on the draft technical standards took place from 19 June to 11
September 2023. The ESAs received more than 420 responses from market
participants, including a joint response from ESAs’ stakeholder groups. The public
consultation feedback led to specific changes to the technical standards, including
ensuring simplification and streamlining of the requirements, greater proportionality

and addressing sector-specific concerns.
Next steps

The final draft technical standards have been submitted to the European
Commission, who will now start working on their review with the objective to adopt

these first standards in the coming months.

https://www.esma.europa.eu/press-news/esma-news/esas-publish-first-set-rules-under-

dora-ict-and-third-party-risk-management
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Statement on Enhancing the UK Bank Resolution Regime (2024/1/11)
Statement

The Bank of England welcomes the consultation paper on Enhancing the Special
Resolution Regime issued today by HM Treasury and supports measures to continue

to enhance the UK bank resolution regime.
Notes to editors:

1. HM Treasury’s consultation paper is available hereOpens in a new window.

2. The Bank of England is the UK’s resolution authority. Resolution is a way to
manage the failure of a bank, building society, or central counterparty. We use it to
minimise the impact on depositors, the financial system and public finances. More

information is available here.
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https://www.bankofengland.co.uk/news/2024/january/statement-on-enhancing-the-uk-

bank-resolution-regime
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Explanatory Brief: The Financial Institutions (Miscellaneous Amendments) Bill

2024 (2024/1/10)

Minister of State, Ministry of Culture, Community and Youth and Ministry of
Trade and Industry, Mr Alvin Tan, on behalf of Deputy Prime Minister and
Minister-in-charge of the Monetary Authority of Singapore (“MAS”), Mr Lawrence
Wong, today moved the Financial Institutions (Miscellaneous Amendments) Bill 2024

(“FIMA Bill”) for First Reading in Parliament.

The FIMA Bill enhances and rationalises MAS’ investigative, reprimand,
supervisory and inspection powers across various Acts under MAS’ purview. These
Acts are namely (a) Financial Advisers Act 2001 (“FAA”); (b) Financial Services and
Markets Act 2022 (“FSMA”); (c) Insurance Act 1966 (“IA”); (d) Payment Services

Act 2019 (“PS Act”); (e) Securities and Futures Act 2001 (“SFA”); and (f) Trust
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Companies Act 2005 (“TCA”). The Bill also includes miscellaneous amendments to
certain Acts under MAS’ purview which are — (a) consequential from the introduction
of new processes; (b) clarificatory or technical in nature; and (c) meant to update the

provisions or remove certain administrative constraints.

MAS has conducted public consultation on the key amendments in the FIMA
Bill. Comments received have been incorporated, where appropriate, into the FIMA

Bill.
KEY AMENDMENTS IN THE FIMA BILL

Amendments have been made to four key areas, which are briefly described

below.

(I) Enhance MAS’ investigative powers

To strengthen MAS’ evidence-gathering powers and facilitate greater
inter-agency coordination, MAS will introduce several enhancements to its
investigative powers under the SFA and the FAA, and amend the 1A, PS Act, TCA and
the FSMA (collectively, the “other Acts”) to broadly align the investigative powers
under the other Acts with those under the SFA and FAA. The main changes are as

follows:

(a) Power to compel individuals to attend interviews and record written
statements. The existing power under the SFA and FAA to compel individuals to

attend interviews and record written statements will be extended to the other Acts.

(b) Entering premises without warrant. The existing power to enter premises
without a warrant under the SFA and FAA will be enhanced to allow MAS to do so
without giving prior notice, where there are reasonable grounds for suspecting that the
premises are or have been occupied by a person who is being investigated in relation
to a contravention under the SFA and FAA. This power will also be extended to the

other Acts.
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(c) Obtaining court warrant to seize evidence. Under the SFA, FAA and TCA,
MAS can obtain a Court warrant to enter premises and seize evidence when a person
has failed to comply with an order to produce information, or evidence may be
destroyed or tampered with. This power will be extended to the IA, PS Act and

FSMA.

(d) Transfer of evidence between MAS and other agencies. The current
provisions in the SFA and FAA that enable evidence to be transferred between MAS
and the Commercial Affairs Department (“CAD”) or the Attorney-General’s
Chambers (“AGC”) have been expanded and extended to the other Acts. This will
enable (i) MAS to use evidence obtained by other agencies under the Criminal
Procedure Code 2010 for MAS’ investigations, regulatory actions, as well as in
appeals against the latter; and (i) CAD and AGC to use evidence gathered via MAS’

exercise of statutory investigative powers for criminal proceedings.

(ID) Clarify applicability of MAS’ reprimand powers

Currently, under the SFA, FAA and TCA, MAS may reprimand a “relevant
person” (which refers to financial institutions regulated by MAS under those Acts or
employees, officers, partners or representatives of such regulated financial

institutions), whom MAS is satisfied to be guilty of misconduct.

The FIMA Bill makes it clear that MAS’ powers under those Acts allow MAS to
reprimand a person who was a “relevant person” at the time of the misconduct, even if
the person has ceased to be a “relevant person” since the misconduct, i.e. the person is

no longer regulated by MAS or has left the employ of a regulated financial institution.

(IID) Expand MAS’ powers to issue directions to capital markets services

licence holders (“CMSL holders”) that conduct unregulated business

CMSL holders may conduct unregulated businesses such as offering products

that are not regulated by MAS (e.g. bitcoin futures and other payment token
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derivatives traded on overseas exchanges), which may pose contagion risks to their
regulated activities. For instance, losses from unregulated businesses could adversely
affect a CMSL holder’s ability to meet its obligations to customers in its regulated
activities. While MAS has issued guidance to CMSL holders to adopt risk-mitigating
measures if they conduct unregulated businesses with retail investors, the FIMA Bill
will now allow MAS to issue written directions on the minimum standards and
safeguards that should be in place when CMSL holders and their representatives

conduct unregulated businesses.

(IV) Enhance supervisory and inspection powers

MAS will enhance its supervisory and inspection powers under the SFA, FAA
and TCA, to ensure that it has consistent powers across these Acts and to align with

the Banking Act 1970.
We set out a summary of the key amendments in the FIMA Bill below:

(a) Appointment and removal of key persons: The SFA will have approval
requirements for the appointment of chief executive officers and directors of
Singapore-incorporated recognised market operators (“RMOs”),
Singapore-incorporated recognised clearing houses (“RCHs”) and approved trustees
(“ATs”). The provisions in the FAA and TCA on the appointment of key persons (e.g.
chief executive officers, resident managers or directors) of licensed financial advisers
(“LFAs”) and licensed trust companies will also be amended to align with provisions
in the SFA. The grounds for removal of key persons in these Acts will be aligned to a

single fit and proper test;

(b) Obtaining effective control: Existing approval requirements in the SFA and
FAA for controllers of CMSL holders and LFAs will be refined so that MAS’ approval
is only required prior to a person obtaining effective control. Approval requirements

will be extended to controllers of RMOs, RCHs and ATs;
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(c) Appointment of agents by foreign regulators: MAS’ powers will be
expanded to enable MAS to approve the appointment of agents by foreign regulators

to conduct inspection of specified financial institutions under the SFA;

(d) Appointment of external auditors: There will be new requirements and
powers in the SFA pertaining to the appointment of external auditors of approved
exchanges, approved clearing houses, licensed trade repositories, and approved

holding companies;

(e) Failure to exercise reasonable care in submission of information: It will
be an offence in the SFA, FAA and TCA if a person, other than an individual, fails to
exercise reasonable care in ensuring the accuracy of information submitted to MAS,

even if the information is not false or misleading in any material particular; and

(f) Service of documents: There will be similar and consistent provisions in the
SFA, TCA and FAA, for service of notices, orders or documents by registered post

and electronic service.

https://www.mas.gov.sg/news/speeches/2024/explanatory-brief-the-financial-institutio

ns-miscellaneous-amendments-bill-2024
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15. FHEF AR ESBEZ R 2Y 0 744 Andy Wong Yeung 8 I+~ A

(20241 H9H)

FHRIEARBRELEEZE R 4 (SFC) i M4 City International Futures
(Hong Kong) Limited (CIFHKL) #® 5w A R . A T H L 5 R BEREE LK
B S ER B £ % 3 F F Andy Wong Yeung (F) W, HEI+/A, & 2024
F1HI9HRE2024 5 11 A8 HIE G 1)

SFC X8 t R #E4/T5h71, B4 4 CIFHKL, FZ/AEE 201643 AZF
2018 45 10 A #A18] & g8 & 747 5 74k R A M@k ¥ (AML/CFT) #L 2 Ao H At 5 2 #
£ (FE2),

SFC i\ %, CIFHKL #3%5 #. 7] J3 H T Andy Wong Yeung 7 > 4% it Z| & &8 B 1T
—;Et'/ﬁ;ﬁ CIFHKL f ARy J\/\m &Wﬂfﬁ':{i)ﬂ ﬁkm E/]E/\J\ o

SFC Wy & % I, CIFHKL & H #AT 7m0 RIREEWE LT, R x &
5 RV E P ERE 7 B A4 (client supplied systems, CSSs) % 4 %X & 4544
S BA 35 PR M i A RS Bt RS . SFC % 3, CIFHKL %A X 5% P & H
TEP Xt B N S R TR B B P A AT S B, R AR AR R
FEEMNRASL, URNFFEEPKF AT R ZEX GE3 X4,

SFC 7 & & %t Andy Wong Yeung X Bl R 224 46, B4 EE:

o R CIFHKL 78 B At 5 7 & 2, LARAK 6 S0 762 A &K
WAT TR/ RmE AR A B EE BT A T2 E, BA LR#EE
BB K ] RE R IRE AR TR, BN T IR RE AR

o AXREMWHEEAARBANERINGET, UNEREMATAZNT &
Hy;

s

o MHEHTEZZEATWAE,
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VE:

1. Andy Wong Yeung & 1R 4 (iE % & #19% 4 %) (Securities and Futures
Ordinance) % X MH#ATH 2 8 (HREHNX ) ZAEEH, HE 2015
£ 11 A 25 HE 2020 4 3 A 2 HHF & CIFHKL, J 3 2% DL L 5%
A R HI & 4T % . Andy Wong Yeung 7£ 2015 45 11 A 25 H £ 2020 4 3
A2 HEAE 42 CIFHKL ) it £ E W & R ERER L B2 O £
% . Andy Wong Yeung I F 7 3 B (£ £ LA

2. CIFHKL i# SFC & % 34 LS 2 100,000 7T, FiZ /A 8 7 6818 57 37 5 0%
&/ RHEAN S EMEEN T, H5H SFC £ 2023 £3 A9 HX.
A7 B4 37 1L AR

3. BFEWAS (CSSs) RAEF T AR / RIgEMX Z %A, LEMA]
REGETLTHN ., B R ERLMETFTEEHATRTIRT .

4. ZFER ARG (CSSs) #iL iy A2 /7 W& # £ CIFHKL W& 2L B X R
4t (broker supplied system, BSS)., i % F R AR EE— £ 7| h8E, L1
B R R AR P BRI AN A B E R A B . RLER RS
(BSS) EMX G5 5H#BABRN BT AN %k, WEXZHEE
FHRYRLTIHEN, B RiE R AR FRERRRFREETFIGMR
%

SFC Suspends Andy Wong Yeung for 10 Months (2024/1/9)

The Securities and Futures Commission (SFC) has suspended Mr Andy Wong

Yeung, former responsible officer (RO), manager-in-charge (MIC) of key business

line and overall management oversight and director of City International Futures

(Hong Kong) Limited (CIFHKL), for 10 months from 9 January 2024 to 8 November

2024 (Note 1).

The disciplinary action follows the SFC’s sanctions against CIFHKL for its

failures in complying with anti-money laundering and counter-terrorist financing
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(AML/CFT) and other regulatory requirements between March 2016 and October

2018 (Note 2).

The SFC considers that CIFHKL’s failures were attributable to Wong’s failure to
discharge his duties as an RO and a member of the senior management of CIFHKL

during the material time.

The SFC’s investigation found that CIFHKL, without conducting adequate due
diligence, was unable to properly assess and manage the money laundering and
terrorist financing and other risks associated with permitting its clients to use client
supplied systems (CSSs) in placing orders. The SFC also found that CIFHKL failed
to conduct proper enquiries on client deposits which were incommensurate with the
clients’ declared financial profiles and establish effective ongoing monitoring system

to detect and assess suspicious trading patterns in client accounts (Notes 3 & 4).

In deciding the disciplinary sanctions against Wong, the SFC took into account

that:

e the failures of him and CIFHKL to diligently monitor clients’ activities and
put in place adequate and effective AML/CFT systems and controls are
serious because their failings could undermine public confidence in, and

damage the integrity of, the market;

e a strong deterrent message needs to be sent to the market that such failures

are not acceptable; and
e he has an otherwise clean disciplinary record.
Notes:

1. Wong was licensed under the Securities and Futures Ordinance to carry on
Type 2 (dealing in futures contracts) regulated activity and was accredited to
CIFHKL and approved to act as its RO from 25 November 2015 to 2 March

2020. Wong was also CIFHKL’s MIC of key business line and overall
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management oversight from 25 November 2015 to 2 March 2020. Wong is

currently not accredited to any licensed corporation.

2. CIFHKL was reprimanded and fined $100,000 by the SFC for its failures in
complying with AML/CFT and other regulatory requirements. Please refer

to the SFC’s press release published on 9 March 2023.

3. CSSs are trading software developed and/or designated by the clients that
enable them to conduct electronic trading through the internet, mobile

phones and other electronic channels.

4. The CSSs were connected to CIFHKL’s broker supplied system (BSS)
through application programming interface (a set of functions that allows
applications to access data and interact with external software components
or operating systems). BSSs are trading facilities developed by exchange
participants or vendors that enable the exchange participants to provide
electronic trading services to investors through the internet, mobile phones

and other electronic channels.

https://apps.sfc.hk/edistributionWeb/gateway/EN/news-and-announcements/news/doc?

refNo=24PR2

16. ZFMEAWES: ERATEFREEREZNRNR LS AT HERER

(202441 A 15H)

RER G EE LR, BRIEFARIHRESREE RS (SFCO) KEE
FFEdrsEE % —RZHM (non-centrally cleared single-stock options). — &
F R ZF #AA (equity basket options) K & F 48 L #A A (equity index options) ( =
# %% “non-centrally cleared equity options” , “BFdE 45 H R ZHAA 7)) B9 1R
e E GED WAKBH, ERWFE 20264 1 A4 H, UEEER&H
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HASE AT E mITIW IS ERTS

R RRF—H

SFC 3t 4 2 4 M I Z IR A 2 B RIE M JB X T 2024 4 1 A 4 H AR,
BIEERKAWHEXRIELAEANAERWHH., AT, REFEEEA
( Prudential Regulation Authority) 5 ¥ & 4 4T # I & & (Financial Conduct
Authority) T 2023 5 12 A 18 HA A T — 1 #F & AR EHK AAFESF 2016/2251
< (Binding Technical Standards 2016/2251) (VE 2) #9517 B9 Bx & B % & BH (JE 3),
BERARE—REHR RSB B REIRNE R 28 FRENARIES A E WL
H, #2024 41 A4 HEKZ 202641 A4 H. W4, E K% Y5 (Buropean
Supervisory Authorities) (& 4) T 2023 45 12 F 20 HRHE (BN 37 £ A%
U % 4 1]) (European Market Infrastructure Regulation) % 77 B & W & # A 47 %
(regulatory technical standards) ¥ % (7= 5), Z VUK Z A GK 8 £ 8 F R A
RIESHEHNZH, BKAFE202645 1 A4 H GE6).

HTBeREER, BX R FREADEMAEE T REFTREHRR T @A
[ 7 3 B A, SFC 2 ¥ HARE 4 AL % By A R E #8535 B R Bk BB iT el B [
FA—

SFC ¥ 7 (#F /M) (Code of Conduct) M5 10 % III 3% 7(e)Ex 1 H AH
RABEAT, H AT LEE N

1. #ERT CGEARIBNESF B ET RLFEASEM AR FEND) ((#
TN & 10 8 1 #,

2. NRMEBASTES 2016/2251 T48T 2016 4 10 A 4 HHITHER 2 &%
WA (KRB % 2016/2251 S ERA, URBEM THFEEF A FFE
H W AT 2 T B A 8 R & B BOR T F11T 81 i B AT

3. MAERRFHAZE 1823 5 — ERATHEFIREHTETAENRIESA
B AR ATES 2016/2251 5 #941T) (PS18/23 - Margin requirements for
non-centrally cleared derivatives: Amendments to BTS 2016/2251 )

https://www.bankofengland.co.uk/prudential-regulation/publication/2023/december/m
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argin-requirements-for-non-centrally-cleared-derivatives-policy-statement .

4. WCH W& Y R (ESAs) 18 B B4R AT Ik & # & (European Banking Authority) .
Br ¥ 4F %4 Rk 372 ¥ /& (European Securities and Markets Authority) #7 B B {7 [&

KRN 7= % 4 & # & (European Insurance and Occupational Pensions Authority )
5. WEKHE B LR & I E BT E R

https://www.esma.europa.eu/press-news/esma-news/esas-propose-extending-emi

r-equity-option-exemption .

6. AW EFEARETHKIMNZE 72 (European Commission) A ®, FH 7
B M & (European Parliament) # XK # 3 =% 4 (Council of the European Union)

TRAEIEILT, 77 6L &£ Ko

Circular to Licensed Corporation: Deferral of Margin Requirements for

Non-centrally Cleared Equity Options (2024/1/15)

This circular informs licensed corporations that the Securities and Futures
Commission (SFC) will defer the effective date of its margin requirements! for
non-centrally cleared single-stock options, equity basket options and equity index
options (collectively, “non-centrally cleared equity options”) by two years to 4

January 2026 to align with the latest global developments.

The SFC’s margin requirements for non-centrally cleared equity options were
originally scheduled to take effect on 4 January 2024 when such margin requirements
were expected to become effective in the UK and European Union (EU). Nevertheless,
on 18 December 2023, the UK’s Prudential Regulation Authority and Financial
Conduct Authority published a joint policy statement? containing amendments to the
Binding Technical Standards 2016/22513. The statement extended the temporary
exemptions for single-stock equity options and index options from the UK bilateral
margining requirements from 4 January 2024 until 4 January 2026. In addition, on 20

December 2023, the European Supervisory Authorities (ESAs)* published the joint
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draft regulatory technical standards (RTS)> under the European Market Infrastructure
Regulation, proposing an extension to the equity option exemption from bilateral

margining by two years until 4 January 2026°.

To prevent regulatory arbitrage and considering that licensed corporations’
exposures to non-centrally cleared equity options are currently insignificant, the SFC
has decided to align the effective date of its margin requirements with the UK and

EU’s timelines.

Paragraph 7(e) of Part III of Schedule 10 to the Code of Conduct will be

amended accordingly and gazetted in due course.

1. As set out in Part III of Schedule 10 to the Code of Conduct for Persons

Licensed by or Registered with the Securities and Futures Commission (Code of

Conduct).

2. See PS18/23 — Margin requirements for non-centrally cleared derivatives:

Amendments to BTS 2016/2251:

https://www.bankofengland.co.uk/prudential-regulation/publication/2023/decem

ber/margin-requirements-for-non-centrally-cleared-derivatives-policy-statement

3. Binding Technical Standards 2016/2251 refer to the UK version of
Commission Delegated Regulation (EU) 2016/2251 of 4 October 2016 and the
regulatory technical standards for risk-mitigation techniques for over-the-counter

(OTC) derivative contracts not cleared by a central counterparty.

4. The ESAs refer to the European Banking Authority, the European Securities
and Markets Authority and the European Insurance and Occupational Pensions

Authority.
5. See the draft RTS published by the ESAs:

https://www.esma.europa.eu/press-news/esma-news/esas-propose-extending-emi
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r-equity-option-exemption.

6. The RTS are subject to endorsement by the European Commission and
non-objection by the European Parliament and the Council of the EU before they

enter into force.

https://apps.sfc.hk/edistribution Web/gateway/EN/circular/intermediaries/supervision/

doc?refNo=24EC3

17. ZHUEFRAREFEEZRRRXAARRZFREER (2024 51 f 23 H)

FBIE AR EL W EFE R A (SFC) X4 T 2024 F 2026 F 1y lkek & &5,
ERELBEEBILATE. M SRR3R EE T4,

A H AT A, DL AR AR R IR A B P BT A R Bk Bk, SFC 3
AT REGE T LR, BB L7 EE T 70 RIEREN T F R

K& =4, SFC ¥ 7.

o RRWHHE, WBEXNTHH T ERE;

o RIAFBHATINEREE AFKT|I1;

o VIR M ESG (BIFE., #akieE) FlHaemmPHi; X
o REEALMHMERIZEKE,

SFC £ /& Tim Lui %6 & &~: “X 8 & B A SFC R UEE At #H, LLRE
A 9 7 KRR F A L DB e R A, P AT T R BB .
MAEB A R EEZRRNER, Lt — 55 B8 4 BE N ey At R A &,
WEERMAANRTY S EREEENE R, U IFE R L RAESF &5

&—r_/i‘\o”

48


https://www.esma.europa.eu/press-news/esma-news/esas-propose-extending-emir-equity-option-exemption
https://apps.sfc.hk/edistributionWeb/gateway/EN/circular/intermediaries/supervision/doc?refNo=24EC3
https://apps.sfc.hk/edistributionWeb/gateway/EN/circular/intermediaries/supervision/doc?refNo=24EC3
https://www.sfc.hk/-/media/EN/files/COM/PDF/SFCStrategic-Priorities-EngJan-2024.pdf?rev=15103555c5654e78b919017211ead05d&hash=D95C8551E2D444C4DBD2037F3B694441

et

BRRTE Tl B E T

SFC 1T B & # Julia Leung % 5% or: “BIEI AW &RILEFEZEL TS,
B SFC R B Ly A FRIPEAFAXHE, HEAFBZUE, UAR
EHIER - RFIFEMTA, BRI ESEE R

WA CHIER, ERETARWERIAET, JE A E A S
EE,SFC ke & m F A R A A8 X 77 B T #% SFC 89 e & B AR AR SR .7
SFC By 2024 4 = 2026 4 4" & = 7] T SEC Pk [ i
SFC Sets out Three-year Strategic Priorities (2024/1/23)

The Securities and Futures Commission (SFC) today releases its Strategic
Priorities for 2024-2026, setting out its approach to developing Hong Kong’s

securities markets, addressing risks and protecting investors.

Recognising the shifts in capital market conditions and the challenges brought
about by the evolving global landscape as well as technological advances, the SFC is
committed to continuing to facilitate market development as well as safeguarding the

integrity and quality of the Hong Kong markets.
In the coming three years, the SFC will strive to:
e maintain market resilience and mitigating serious harm to our markets;

e cnhance the global competitiveness and appeal of the Hong Kong capital

markets;
e lead financial market transformation through technology and ESG; and
e cnhance institutional resilience and operational efficiency.

Mr Tim Lui, the SFC’s Chairman, said: “With this roadmap, the Commission is
now better placed than ever to respond robustly and creatively to new regulatory
challenges at home and abroad and to shape market developments. In particular, we
are committed to playing an even more active part in further strengthening Hong
Kong’s unique role as a gateway to the Mainland and positioning the city as an
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offshore hub for RMB businesses and risk management, as well as supporting

national development and safeguarding financial security.”

Ms Julia Leung, the SFC’s Chief Executive Officer, said: “The Commission
would be on a stronger footing to keep investors out of harm’s way and bring
wrongdoers to justice when financial crimes nowadays come in any shape and form,
as well as to bring the full range of resources and tools at its disposal to achieve

positive regulatory outcomes.”

“At the same time, the public and stakeholders would better understand the
SFC’s regulatory objectives and policies at a time when clarity and certainty are

valued in a fast-changing global environment,” she added.

The SFC’s Strategic Priorities for 2024-2026 is now available on the SFC

website.

https://apps.sfc.hk/edistribution Web/gateway/EN/news-and-announcements/news/doc?

refNo=24PR&

18. FRAEFRAMREFBEZR2RTREANEE: £ 5 BB MERK KT

X (2024 £ 1 A 24 H)

B A RBAT AT A RS R AE X 55 57 3 i 3 0K R 1t X (B 3
W) FEBEITH (BBEBEABRX “BRENE” WH A8 ZmaEN), X LMAH
HHAEATEEFEEASEEREN A&, § AR E~RE, UXEF
EEFHERH. ZBITH CERaEN) KT 2024 42 A 26 HAR.

B, FBUEAFALIHARESHEEZ R4 (SFC £ERXBENMEITRE
FEXREWLFE, MERSESEEEVETRE LRG D mdim@E CLH
B 2) WEEEEARBETIR CERLEA) (LHH3). AXE7EE (XFE
) UTEHE:
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Circular to Licensed Corporations: Participation in Cross-Boundary Wealth

Management Connect Pilot Scheme (2024/1/24)

The People’s Bank of China published today its revised Implementation
Arrangements for the Cross-boundary WMC Pilot Scheme in the GBA
(Implementation Rules) ( ( BB M A EE“FHHREME" X HABETHEAED )to
enhance the Cross-Boundary Wealth Management Connect Pilot Scheme in the
Guangdong-Hong Kong-Macao Greater Bay Area (Cross-Boundary WMC). These
enhancements include allowing eligible licensed corporations (LCs) to participate in
the Cross-Boundary WMC, expanding the eligible investment product scope and
clarifying the promotion and sales arrangements. The revised Implementation Rules

will come into effect on 26 February 2024.

In this connection, the Securities and Futures Commission (SFC), upon
discussion with the relevant regulatory authorities and soft consultation with the
industry, has issued a set of guidance for LCs which wish to participate in the
Southbound Scheme!' (see Annex 1) and Northbound Scheme? (see Annex 2) of the
Cross-Boundary WMC, as well as the Frequently Asked Questions (see Annex 3). The

guidance covers, amongst others, the following aspects:
e cligible criteria for participating LCs;
e cligible criteria for investors;
e scope of eligible investment products;
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account opening arrangements;
investor quota management;
cross-boundary closed-loop fund flow arrangements; and

promotion and sales arrangements.

Prior to the launch of any Cross-Boundary WMC related activities, eligible LCs

which intend to participate in the Cross-Boundary WMC should:

partner with an eligible Mainland broker and work closely with it to ensure
that all preparatory work, including the relevant system set-up, is properly

performed;

put in place adequate systems, internal control measures and operating

procedures in accordance with the requirements set out in the guidance; and

submit to the SFC, amongst others, their business plan and a self-assessment
report certified by their Manager-in-Charge (MIC) - Overall Management
Oversight, MIC - Compliance and head of internal audit function, to

demonstrate their operational readiness.

Upon receiving the no objection notification from the SFC, LCs may conduct

business activities under the Southbound Scheme, the Northbound Scheme or both.

LCs are encouraged to notify and discuss their business plan with their case

officer in the SFC in advance should they wish to participate in the Cross-Boundary

WMC. Should you have any questions regarding the content of this circular, please

send your enquiries to wmc(@sfc.hk.

1. The Southbound Scheme refers to eligible Mainland investors investing in eligible

investment products offered by eligible LCs via designated channels.
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2. The Northbound Scheme refers to eligible Hong Kong investors investing in
eligible investment products offered by eligible Mainland brokers via designated

channels.

Click here to download the document

Supplementary document

Annex 1

Annex 2

Annex 3

https://apps.sfc.hk/edistributionWeb/gateway/EN/circular/intermediaries/supervision/

doc?refNo=24EC6
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SFC Issues Guidance to Eligible Licensed Corporations on Participation in

Wealth Management Connect Scheme (2024/1/24)

The Securities and Futures Commission (SFC) issued a circular today setting out
the eligibility criteria and guidance for licensed corporations (LCs) to participate in
the Cross-boundary Wealth Management Connect Pilot Scheme (WMC Scheme) in

the Guangdong-Hong Kong-Macao Greater Bay Area (GBA).

Eligible brokers’ participation in the WMC Scheme was made possible by the
revised Implementation Arrangements published also today by the People’s Bank of
China for the Cross-boundary WMC Pilot Scheme in the GBA (Implementation Rules)

((EBBEBEAEREEHEERBE " EHAEET w48 ) ). The other revised

arrangements cover increasing the individual investment quota to RMB 3 million;
expanding the product scope to include, amongst others, funds with higher risk ratings;
and enhancing the promotion and sales arrangements. The revised Implementation

Rules will take effect on 26 February 2024 (Note 1).
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LCs interested in participating in the WMC Scheme should submit applications
to the SFC. They should be licensed for Type 1 regulated activity, have paid-up capital
and shareholders’ funds of not less than HK$100 million, have at least three years of
experience in distributing funds and/or bonds and transaction volume of not less than
HKS$500 million during any 12-month period in the past three years and adequate
systems of control. In addition, similar to the current arrangement for banks, LCs
should partner with one or more eligible Mainland broker when providing services

under the WMC Scheme.

“The enhancements mark a major milestone in the expansion of the WMC
Scheme to deepen and broaden Hong Kong’s financial integration with the Greater
Bay Area,” said Ms Julia Leung, Chief Executive Officer of the SFC. “In particular,
eligible brokers’ participation in the Scheme does not only open up new opportunities

to the industry, but also broaden the reach of the Scheme to new customer base.”

The SFC will stay in close touch with the industry to ensure the smooth

implementation of the WMC Scheme and enhance it further where appropriate.
Note:

1. The revised Implementation Rules were published following the completion
of the consultation on the draft rules (B 7% (B8 8 A& B« HIE AR F
BABE AR (BT Rk E Af)) 2 B Zok & R 89 i# %1) by relevant
authorities and financial regulators of the Mainland issued on 1 December

2023.

https://apps.sfc.hk/edistributionWeb/gateway/EN/news-and-announcements/news/doc?

refNo=24PR9
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Question and Answer Session by the Head of the Relevant Department of the

China Securities Regulatory Commission (2024/1/4)

Q: Recently, there have been media reports of quantitative trading in the
commodity futures market having been called off, what is the Commission's comment

on this?

A: T have noticed the relevant reports and such rumors are untrue. The fee
reduction policy of commodity futures market has been implemented for many years;
each commodity futures exchange, in accordance with the rules, offers a certain
degree of fee reduction to futures companies. In 2024, in order to strengthen trading
supervision and maintain the “open, fair and just” market order, each commodity
futures exchange will optimize and adjust its fee reduction policy and implement a
differentiated fee reduction policy for programmed trading clients who meet certain

criteria, as opposed to calling off quantitative tradings categorically.

http://www.csrc.gov.cn/csrc/c100028/c7455304/content.shtml
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China Securities Regulatory Commission Held the 2024 Systematic Meeting
(2024/1/26)

From January 25 to 26, the China Securities Regulatory Commission (CSRC)
held the 2024 System Working Conference to summarize the work in 2023, analyze
the situation of the capital market, and study and deploy the key work in 2024. Yi
Huiman, Secretary of the Communist Party of China (CPC) CSRC Committee and
Chairman of the CSRC, made a working report and a concluding speech. Mr. Li Chao,
member of the CPC CSRC Committee and Vice Chairman of the CSRC, presided
over the meeting. CPC CSRC Committee member and Vice Chairman Fang Xinghai,
CPC CSRC Committee member and the Chief Inspector of the Discipline Inspection
and Supervision Office of the CPC Central Commission for Discipline Inspection
(CCDI) and the National Commission of Supervision(NCS) at the CSRC Fan Dazhi,
CPC CSRC Committee member and Vice Chairman Wang Jianjun and Chen Huaping,
as well as heads of the Shanghai Stock Exchange and the Shenzhen Stock Exchange

attended the meeting.

http://www.csrc.gov.cn/csrc/c100028/c7459642/content.shtml
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3. AEWRXFZAAT223F L2 AREMEAXRZTHNELFRGESL

(20241 A3 H)

Announcement of Dalian Commodity Exchange on the Investigation and
Penalties of Abnormal Trading Behaviors and Violations for December 2023

(2024/1/3)

http://www.dce.com.cn/dalianshangpin/fefz/zljg/6110258/8590083/index.html

4. LEHRRGIATRERELMRAFEAHER (202451 A 5H)

Notice of Shanghai Futures Exchange on Adjusting the Delivery Fee for Copper

and Other Commodities Futures Contracts (2024/1/5)

https://www.shfe.com.cn/news/notice/911404106.html

5. LEERGBEEXRZFORTRERGERMXAFLHAWEL (2024 £ 1
ASH)

Notice of Shanghai International Energy Exchange on Adjusting the Delivery

Fee for Crude Oil and Other Commodities Futures Contracts (2024/1/5)

https://www.ine.cn/news/notice/130869.html

6. KEWRXZHATRAERANFEFEMXFANESL (2024551 A5H)
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Notice of Dalian Commodity Exchange on Exemption and Reduction of Delivery

Fee and Other Fees (2024/1/5)

http://www.dce.com.cn/dalianshangpin/ywfw/jystz/ywtz/8590276/index.html

7. BMNARXRZHATRAUKERTFS. K& SRZLERRESEENRIES
FegFwmEm 202441 858)

Notice of Zhengzhou Commodity Exchange on Exemption of Position Opening
Fee for Hedging Purpose, Delivery Fee, Registered Warehouse Receipt Transfer

Fee and Service Fee for Using Standard Warehouse Receipt as Margin (2024/1/5)

http://www.czce.com.cn/cn/gyjys/jysdt/ggytz/webinfo/2024/01/1703387303527614.ht

m

8. MMNEREAXZH223F12 A gRREFRITEL (20245F1A5H)

Zhengzhou Commodity Exchange Issues Self-regulatory Statistics for December

2023 (2024/1/5)

http://www.czce.com.cn/cn/flfg/tjsj/webinfo/2024/01/1703387308706219.htm

9. FHHRXGHXRT 225 2 AREFEAXZAAERFRAHEE

(20241 A 5H)

Announcement of Guangzhou Futures Exchange on the Investigation and
Penalties of Abnormal Trading Behaviors and Violations for December 2023

(2024/1/5)
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10. #EABBERZ A TREURR 2024 £XEFfTR (BA) FLEWE
bn (202441 A5H)

Notice of China Financial Futures Exchange on Reducing the 2024 Delivery Fee

and Exercise (Assignment) Fee by Half (2024/1/5)

http://www.cffex.com.cn/jystz/20240105/36120.html

1. ¥R TR T 2023 5 12 A ELAFEBHEAAT A FILHW A& (2024 48 1
A8H)

Announcement of Shanghai Futures Exchange on Investigation and Penalties for

Violations of Relevant Rules and Regulations for December 2023 (2024/1/8)

https://www.shfe.com.cn/news/notice/911404121.html

12. E#EEFRRIER TR T 2023 4 12 A 2AH EEAATH TR AEATH

BREAE (202441 7 88H)

Announcement of Shanghai International Energy Exchange on Investigation and
Penalties for Violations of Relevant Rules and Regulations for December 2023

(2024/1/8)

https://www.ine.cn/news/notice/130887.html
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B. ARG AR TREXE HER. @& ¢REARLIEREH
REFEFHED (202451 8H)

Notice of Guangzhou Futures Exchange on Exemption and Reduction of
Delivery Fee, Exchange For Physicals Fee, Registered Warehouse Receipt
Transfer Fee and Service Fee for Using Standard Warehouse Receipt as Margin

(2024/1/8)

http://www.gfex.com.cn/gfex/tzts/202401/440321212a734d1c9e39d5e788ade02a.sht

ml

14. N &K 7 ik TRA RN B &R 7 BT FRFEH 520> BiTH

Wog (202451 A 8 H)

Announcement of Zhengzhou Commodity Exchange on Publishing the
Amendments to the Detailed Rules of Zhengzhou Commodity Exchange for Flat

Glass Futures (2024/1/8)

http://www.czce.com.cn/cn/gyjys/jysdt/ggytz/webinfo/2024/01/1703387553233020.ht

m

15. PEABHRXZHAT 2023 £ 12 ARXBEEREETHEFIHAE (2024
£1F108)

Announcement of the China Financial Futures Exchange on Self-regulatory

Measures Taken in December 2023 (2024/1/10)

http://www.cffex.com.cn/zljeezdt/20240110/36200.html
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16. ¥E&RARRZ BB REARS 4 LiEm (202441 719

H)

Notice of the China Financial Futures Exchange on Listing of New Equity Index

Futures and Options Contracts (2024/1/19)

http://www.cffex.com.cn/]ystz/20240119/36382.html

17. REREXZHATRAEHMREXRZF LR RFFEHEL (2024 4 1

H22H)

Notice of Dalian Commodity Exchange on Issuing the Fees and Rates of Trading

Commission for Hedging Purpose (2024/1/22)

http://www.dce.com.cn/dalianshangpin/ywiw/jystz/ywtz/8591482/index.html

18. FMMRRZAEERAREOEEREAERN (2024451 A 25 8)

Guangzhou Futures Exchange and National Meteorological Center Signed

Strategic Cooperation Agreement (2024/1/25)

http://www.gfex.com.cn/gfex/bsyw/202309/20337616612d4a5¢8a41904c¢9353£528.sh

tml
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China Futures Association Releases the Brief on National Futures Markets

Trading for December 2023 (2024/1/2)

http://www.cfachina.org/aboutassociation/associationannouncement/202401/U020240
102612997396899.pdf

20. B A 2 BB AT W RS SERE AR BRI (2023 4R 11 A1) (2024 1
A48)

China Futures Association Releases the Overview of the Industry Data on

Futures Servicing Real Economy (November 2023) (2024/1/4)

http://www.cfachina.org/aboutassociation/associationannouncement/202401/P020240

104622998967863.pdf

21 HERITEATHXZ AR X TRERTEHTIXZANEALARE R
SERRBURSAXRET R (2024451 718 H)

Notice of the National Association of Financial Market Institutional Investers on
Matters Relating to Providing Online Submission and Inquiry Services for
Information of Business Conduct and Associated Person of Interbank Market

(2024/1/18)

https://www.nafmii.org.cn/ggtz/tz/202401/t20240118_316963.html

22. WEBEY B2 XA AT S ARX TR L (2023 55 4 1) (2024 4

1H188)
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China Futures Association Releases Information on Futures Industry Servicing

Rural Revitalization (Issue No.3, 2023) (2024/1/18)

http://www.cfachina.org/aboutassociation/associationannouncement/202401/P020240

118589866121996.pdf

> #EYA Clearing House

23. #EEFRLEEARTELAAXRTBIHF AN KHEEFRILEREARR

EAAGEES S ACETENET> Wl (202451 A5 H)

Notice of China Securities Depository and Clearing Corporation Limited on the
Revision and Issuance of the Guidelines for the Administration of Settlement
Participants of China Securities Depository and Clearing Corporation Limited

(2024/1/5)

http://www.chinaclear.cn/zdjs/gszb/202401/635b1845b0e543e2b1a14694489bb9d6.sh

tml

24. RATIE W 37 7% B BT R IRA B ok TR EIN S A & Aof LR Fudrdu R W
#p (202451 7 8H)

Notice of Shanghai Clearing House on Adjusting the Benchmark Exchange Rate

and Discount Rate for Cash Collateral (2024/1/8)

https://www.shclearing.com.cn/cpyyw/tzgg/202401/t20240108_1353074.html
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DISCLAIMER

All the information in this Newsletter is properly denoted with the original source, which can be accessed through
the embedded link. The information featured are for references and informational purposes only and do not
represent the position of CFA or its associates. While we make every effort to ensure the quality of the Newsletter,
we make no guarantee in regard to the comprehensiveness and accuracy of the information featured, nor assume
any liability for any damage associated with the use of the information in this Ne "T.'-T_Hé.content of this
Newsletter does not constitute legal or investment advice. China Fut .

this Newsletter, and no commercial use of this Newsletter is

PO PFEIE, IACERI, RERRTK(]:
EX&7A3(: 010-88086957

RIREBFS: yijianfankui@cfachina.org

Should you have any questions and suggestions,
please do not hesitate to contact us:

Phone: +86 10 88086957

Email: yijianfankui@cfachina.org
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