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CPMI-IOSCO Publish Discussion Paper and Call for Comments on Streamlining

Variation Margin in Centrally Cleared Markets (2024/2/14)

e CPMI and IOSCO call for interested parties to comment on eight effective
practices that address CCPs’ and clearing members’ variation margin(VM) processes

2


https://www.bis.org/bcbs/publ/d537.htm
https://www.bis.org/bcbs/publ/d568.pdf
https://www.bis.org/bcbs/publ/d569.pdf
https://www.bis.org/bcbs/publ/d569.pdf
mailto:cpmi@bis.org
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and transparency.

o The effective practices cover intraday VM call scheduling and frequency,
treatment of excess collateral, the pass-through of VM by CCPs and transparency

between CCPs, clearing members and their clients.

e The effective practices supplement the Principles for Financial Market
Infrastructures (PFMI) and CCP resilience guidance by providing examples of how

these standards can be met.

The BIS Committee on Payments and Market Infrastructures (CPMI) and the
International Organization of Securities Commissions (IOSCO) today published the
report “Streamlining variation margin in centrally cleared markets — examples of
effective practices”, which sets out for consultation eight effective practices
addressing variation margin (VM) processes and transparency between CCPs,

clearing members and their clients.
Interested parties are invited to comment on this report.

The eight effective practices aim to provide examples of how standards set out in
the PFMI and CCP resilience guidance can be met. They are intended to inform CCPs

in designing their VM call and collection processes.
Among the examples covered are:
e Scheduling, frequency and timing of intraday VM calls.

o Offsetting VM call requirements against other obligations where

possible.
e Pass-through of VM by CCPs.
o Use of excess collateral to meet VM obligations.

e CCP and clearing member transparency in VM requirements and

Processcs.


https://www.bis.org/cpmi/info_pfmi.htm
https://www.bis.org/cpmi/info_pfmi.htm
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This discussion paper has been developed pursuant to Review of margining
practices, published in 2022 jointly by the Basel Committee on Banking Supervision
(BCBS), the CPMI and IOCSO. In addition to this discussion paper published today,
two other related reports were published in January 2024, the BCBS-CPMI-IOSCO

report Transparency and responsiveness of initial margin in centrally cleared markets

— review and policy proposals, and the BCBS-IOSCO report Streamlining VM

processes and IM responsiveness of margin models in non-centrally cleared markets.

The Financial Stability Board (FSB) is 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.

The CPMI and I0OSCO invite input on the report by 14 April 2024. Responses
should be sent via email to the Secretariats of CPMI and IOSCO

(cpmi@bis.org;VMconsultation@iosco.org). Responses will be published on the

websites of the BIS and IOSCO unless respondents expressly request otherwise.
Commercial or other sensitive information should not be included in the submissions,

or may be included, with redactions for publication clearly noted.

https://www.iosco.org/news/pdf/IOSCONEWS726.pdf
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CFTC Approves a Joint Final Rule to Amend Form PF Regarding Reporting

Requirements for All Filers and Large Hedge Fund Advisers (2024/2/8)

The Commodity Futures Trading Commission today announced it has approved
a final rule that amends Form PF concurrently with the Securities and Exchange
Commission (SEC) as required by the Dodd-Frank Wall Street Reform and Consumer
Protection Act of 2010. Form PF is the confidential reporting form for certain
investment advisers to private funds that are registered with the SEC, including those
also registered with the CFTC. Additionally, the CFTC and SEC have agreed to a
memorandum of understanding related to the sharing of Form PF data between the

Commissions.

The amendments to Form PF are designed to enhance the Financial Stability
Oversight Council’s ability to monitor systemic risk, as well as to bolster the

regulatory oversight of private fund advisers and investor protection efforts.
The final rule includes:

(1) Amendments to the General Instructions: These include changes to Form
PF’s instructions on reporting (a) master-feeder arrangements and parallel fund

structures; (b) private funds that invest in other funds; and (c) timelines.

(2) Amendments Concerning Basic Information about the Adviser and the
Private Funds it Advises: These include changes to Form PF’s questions collecting
Identifying Information in Section la, Information Concerning All Private Funds in

Section 1b, and Information Concerning All Hedge Funds in Section lc.

(3) Amendments Concerning Information about Hedge Funds Advised by Large

Private Fund Advisers; and
(4) Other Amendments to Enhance Data Quality.

The effective/compliance date for the Form PF final rule is one year from the

date of publication in the Federal Register.



BRHTERITIME

E%

For more information on the Form PF final rule, see the Fact Sheet at Form PF

Fact Sheet.

https://www.cftc.gov/PressRoom/PressReleases/8861-24
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NFA Orders New York, N.Y. Futures Commission Merchant Lime Trading

Corp. to Pay a $100,000 Fine (2024/2/6)

NFA has ordered Lime Trading Corp. (Lime Trading) to pay a $100,000 fine.
Lime Trading is a futures commission merchant Member of NFA located in New York,

N.Y.
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https://www.cftc.gov/PressRoom/PressReleases/8861-24
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The Decision, issued by NFA’s Business Conduct Committee (BCC), is based on
a Complaint issued by the BCC and a settlement offer submitted by Lime Trading, in
which the firm neither admitted nor denied the allegations of the Complaint. The
Complaint charged Lime Trading with failing to file various required financial reports

and notifications timely with NFA, in apparent violation of NFA Financial

Requirements Sections 1(e) and 16(e). The Complaint also charged Lime Trading

with a failure to supervise, in apparent violation of NFA Compliance Rule 2-9(a).

In its Decision, the BCC found that Lime Trading violated NFA Financial
Requirements Sections 1(e) and 16(e), and NFA Compliance Rule 2-9(a). The BCC’s
Decision further ordered Lime Trading to cease and desist from violating NFA

Financial Requirements Sections 1(e) and 16(e) and NFA Compliance Rule 2-9(a).

The complete text of the Complaint and Decision can be viewed on NFA’s

website.

https://www.nfa.futures.org/news/newsRel.asp?Article]D=5616
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NFA Permanently Bars Florida-based Commodity Pool Operator BitSive Mining

Fund Advisor, LLC from Membership (2024/2/8)

NFA has permanently barred BitSive Mining Fund Advisor, LLC (Bit5ive

Advisor), an NFA Member commodity pool operator (CPO) located in Doral, Florida,
from NFA membership and from acting or being listed as a principal of an NFA

Member.

The default Decision, issued by NFA’s Business Conduct Committee (BCC), is
based on a Complaint issued by the BCC and BitSive Advisor’s failure to file an
Answer. Among other findings, the BCC found that BitSive Advisor willfully
submitted materially false or misleading information to NFA about the operations of
the firm and its commodity pool, failed to comply with CPO reporting requirements,

and failed to cooperate promptly with NFA during an examination.

In September 2023, NFA issued an emergency enforcement action against
Bit5ive Advisor, which suspended the firm from NFA membership and imposed
restrictions on the firm’s operations (e.g., prohibited the firm from soliciting or
accepting any funds). This action was taken to protect customers, the derivatives
industry and other NFA Members due to BitSive Advisor’s failure to cooperate with

NFA during an examination.

The complete text of the Complaint and Decision can be viewed on NFA’s

website.

https://www.nfa.futures.org/news/newsRel.asp?Article]D=5618
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CFTC #t# 7 ICE NGX Canada, Inc. (NGX) #&iTEM A, BRIE (FEH
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Inc.
[ . CFTC %41
CFTC Approves Proposed Rules and Other Commission Business (2024/2/20)

The Commodity Futures Trading Commission announced today it approved the

following matters:

Proposed Rule: Regulations to Address Margin Adequacy and to Account

for the Treatment of Separate Accounts by Futures Commission Merchants

The Commission approved a proposed rule to implement requirements for
futures commission merchants (FCMs) related to margin adequacy and the treatment
of separate accounts of a single customer. Relatedly, the Commission withdrew its
April 14, 2023 proposal to codify the no-action position in CFTC Staff Letter
No. 19-17 regarding separate account treatment applicable to derivatives clearing
organizations (DCOs) and, through DCO rules, to clearing FCMs. The current
proposal would add new Regulation 1.44, which would apply directly to all FCMs,
with respect to their customers, a margin adequacy requirement, similar to the one
applicable to DCOs in Regulation 39.13(g)(8)(ii1), which is designed to ensure that an
FCM does not permit a customer to withdraw funds from its account if the balance
after the withdrawal would be insufficient to meet the customer’s initial margin
requirements. Proposed Regulation 1.44 would also permit FCMs, whether clearing or

non-clearing, to treat the separate accounts of a single customer as accounts of
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separate entities for purposes of the new margin adequacy requirement, and set forth
risk-mitigating requirements, based on the no-action conditions and similar
requirements in the April 2023 proposal. The current proposal contains modifications
to the proposed requirements for separate account treatment based on additional
feedback from commenters in response to the April 2023 proposal, including with
respect to provisions related to the timing of margin payments and administrative
errors or operational constraints that may result in untimely margin payments.

[See Fact Sheet]
The public comment period closes on April 22, 2024.

Proposed Rule: Foreign Boards of Trade

The Commission unanimously approved proposed amendments to Part 48 of
CFTC regulations and is seeking comments on the proposed amendments. The
proposed amendments would permit a foreign board of trade (FBOT) registered with
the CFTC to provide direct access to its electronic trading and order matching system
to an identified member or other participant located in the United States and
registered with the CFTC as an introducing broker for submission of customer orders
to the FBOT’s trading system for execution. The Commission is also proposing, in
Part 48, to establish a procedure for an FBOT to request revocation of its registration,

and to remove certain outdated references to “existing no-action relief.”
The public comment period closes on April 22, 2024.

Proposed Rule: Requirements for Designated Contract Markets and Swap

Execution Facilities Regarding Governance and the Mitigation of Conflicts of

Interest Impacting Market Regulation Functions

The Commission issued for public comment a proposed rule for designated
contract markets (DCMs) and swap execution facilities (SEFs) that would establish

governance requirements regarding market regulation functions, as well as related
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conflicts of interest standards. The proposed rules would establish for DCMs and
SEFs certain minimum fitness standards under DCM Core Principle 15 (Governance
Fitness Standards) and SEF Core Principle 2 (Compliance with Rules), as well as
rules for identifying, managing, and resolving conflicts of interest, and structural
governance requirements to ensure that SEF and DCM governing bodies adequately
incorporate an independent perspective under DCM Core Principle 16 (Conflicts of
Interest) and SEF Core Principle 12 (Conflicts of Interest). = The proposed
amendments also address requirements relating to the following: composition
requirements for board of directors and disciplinary panels; limitations on the use and
disclosure by employees and certain others of material non-public information;
requirements relating to chief regulatory officers, chief compliance officers, and
regulatory oversight committees; and notification of certain changes in the ownership

or corporate or organizational structure of a SEF or DCM.[See Fact Sheet]
The public comment period closes on April 22, 2024.

Application of Taiwan Futures Exchange Corporation for an Exemption

from Registration as a DCO

The Commission issued an order of exemption from registration as a derivatives
clearing organization (DCO) to Taiwan Futures Exchange Corporation (TAIFEX),
under Section 5b(h) of the Commodity Exchange Act. This provision permits the
Commission to exempt a clearing organization from DCO registration for swaps
clearing if the Commission determines the clearing organization is subject to
comparable, comprehensive supervision by appropriate government authorities in the
clearing organization’s home country. Subject to the terms and conditions of the order,
TAIFEX is permitted to clear proprietary swap positions for its U.S. clearing members

or affiliates of such clearing members.
[See Order]

ICE NGX Petition for Amended DCO Registration Order
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The Commission approved an amended order of registration for ICE NGX
Canada, Inc. (NGX), adding environmental contracts to the scope of contracts it is
eligible to clear as a DCO under the Commodity Exchange Act. Subject to the terms
and conditions of the amended order, NGX is authorized to provide clearing services
for foreign futures, options on foreign futures, and swaps based on energy products or
environmental products. NGX is located in Calgary, Alberta, Canada, and its parent

company is Intercontinental Exchange, Inc.
[See Order]

https://www.cftc.gov/PressRoom/PressReleases/8866-24
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CFTC Staff Issues No-Action Letter Regarding Pre-Trade Mid-Market Mark

for Certain Interest Rate Swaps Referencing SOFR (2024/2/22)

The Commodity Futures Trading Commission’s Market Participants Division
(MPD) today issued a no-action letter in relation to the requirement in Regulation
23.431 that swap dealers and major swap participants (swap entities) disclose to

certain counterparties the Pre-Trade Mid-Market Mark (PTMMM) of a swap.

The no-action position issued today states that MPD will not recommend the
Commission take an enforcement action against a registered swap entity for its failure
to disclose the PTMMM to a counterparty in certain interest rate swaps referencing
the Secured Overnight Financing Rate (SOFR) that are identified in the no-action
letter, provided that: (1) real-time tradeable bid and offer prices for the swap are
available electronically, in the marketplace, to the counterparty; and (2) the
counterparty to the swap agrees in advance, in writing, that the registered swap entity

need not disclose a PTMMM for the swap.

The no-action letter provides a similar no-action position as that in CFTC Staff
Letter No. 12-58 for certain interest rate swaps referencing the London Interbank
Offered Rate (LIBOR). It responds to a request from the Alternative Reference Rate
Committee (ARRC). ARRC, at the direction of the Federal Reserve Bank of New
York, identified SOFR as a preferred replacement for US Dollar LIBOR in response
to significant concerns regarding the reliability and robustness of LIBOR and other

interbank offered rates.
The no-action position in the letter is applicable to all registered swap entities.

https://www.cftc.gov/PressRoom/PressReleases/8869-24
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ESMA Consults on Reverse Solicitation and Classification of Crypto Assets as

Financial Instruments under MiCA (2024/1/29)

The European Securities and Markets Authority (ESMA), the EU’s financial

markets regulator and supervisor, today publishes two Consultations Papers on

guidelines under Markets in Crypto Assets Regulation (MiCA), one on reverse

solicitation and one on the classification of crypto-assets as financial instruments.

ESMA invites comments from stakeholders by 29 April 2024.
Consultation paper on guidelines on reverse solicitation

In this consultation, ESMA is seeking input on proposed guidance relating to the
conditions of application of the reverse solicitation exemption and the supervision
practices that National Competent Authorities (NCAs) may take to prevent its

circumvention.

The proposed guidance confirms ESMA'’s previous message that the provision of

crypto-asset services by a third-country firm is limited under MiCA to cases where the
client is the exclusive initiator of the service. This exemption should be understood as
very narrowly framed and must be regarded as the exception. A firm cannot use it to

bypass MiCA.

Consultation paper on guidelines on conditions and criteria for the

classification of crypto-assets as financial instruments
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In this consultation paper, ESMA 1is seeking input on establishing clear

conditions and criteria for the qualification of crypto-assets as financial instruments.

This initiative, which follow on from previous work by ESMA, is aimed at bridging
the MiCA regulation and the Markets in Financial Instruments Directive II (MiFID II)

and ensuring consistency across the EU.

The proposed guidelines aim at providing NCAs and market participants with
structured but flexible conditions and criteria to determine whether a crypto-asset can

be classified as a financial instrument.

To do so, the draft strikes a balance between providing guidance and avoiding
establishing a one-size-fits-all approach. Once finalised, these guidelines will provide

much-needed clarity and contribute to the global standards in crypto-asset regulation.
Next Steps

The consultation closes on 29 of April 2024. ESMA will consider the feedback it
receives to the consultation in Q2 2024 and expects to publish a final report in Q4

2024.

https://www.esma.europa.eu/press-news/esma-news/esma-consults-reverse-solicitatio

n-and-classification-crypto-assets-financial
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ESAs Recommend Steps to Enhance the Monitoring of BigTechs’ Financial

Services Activities (2024/2/1)

The European Supervisory Authorities (EBA, EIOPA and ESMA — the ESAs)
today published a Report setting out the results of a stocktake of BigTech direct

financial services provision in the EU. The Report identifies the types of financial

20


https://www.esma.europa.eu/joint-committee/cross-sectoral-work
https://www.esma.europa.eu/sites/default/files/2024-02/JC_2024_02_Joint_ESAs_Report_on_2023_stocktaking_of_BigTech_direct_financial_services_provision.pdf

et

BRRTE Tl B E T

services currently carried out by BigTechs in the EU pursuant to EU licences and
highlights inherent opportunities, risks, regulatory and supervisory challenges. The
ESAs will continue to strengthen the monitoring of the relevance of BigTech in the
EU financial services sector, including via the establishment of a new monitoring

matrix.

In 2023 the ESAs, via the European Forum for Innovation Facilitators (EFIF),
conducted a cross-sectoral stocktake of BigTech subsidiaries providing financial
services in the European Union (EU) as a follow-up to the ESAs’ 2022 response to the

European Commission’s Call for Advice on Digital Finance.

The stocktake showed that BigTech subsidiary companies currently licenced to
provide financial services pursuant to EU law mainly provide services in the
payments, e-money and insurance sectors and, in limited cases, the banking sector.
However, the ESAs have yet to observe their presence in the market for securities

services.

To further strengthen the cross-sectoral mapping of BigTechs’ presence and
relevance to the EU’s financial sector, the ESAs propose to set-up a data mapping tool
within the EFIF. This tool is intended to provide a framework that supervisors from
the National Competent Authorities would be able to use to monitor on an ongoing
and dynamic basis the BigTech companies’ direct and indirect relevance to the EU

financial sector.

The ESA will also continue the cross-disciplinary exchanges in the setting of the
EFIF to further foster the exchange of information between EFIF members and other
relevant financial and non-financial sector authorities involved in the monitoring of

BigTechs’ activities (e.g., data protection and consumer protection authorities).
Background

More information about the EFIF can be found here.
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For the purpose of this report, BigTechs are large technology companies with
extensive customer networks, which include firms with core businesses in social

media, internet search, software, online retail and telecoms.

https://www.esma.europa.eu/press-news/esma-news/esas-recommend-steps-enhance-

monitoring-bigtechs-financial-services-activities
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ESA’s Joint Board of Appeal Confirms ESMA’s Decision to Withdraw the

Recognition of Dubai Commodities Clearing Corporation (2024/2/6)

The Joint Board of Appeal (“the Board”) of the European Supervisory

Authorities (EBA, EIOPA and ESMA — the ESAs) unanimously decided to dismiss
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the appeal brought by Dubai Commodities Clearing Corporation (“DCCC”) against
the European Securities and Markets Authority (“ESMA”) and to therefore confirm

the ESMA decision to withdraw its recognition.

The application was brought in relation to ESMA’s Decision, adopted under
Article 25p of Regulation (EU) No 648/2012 (EMIR), to withdraw the recognition of
DCCC as a Tier 1 third-country central counterparty (CCP). The decision is a
consequence of the United Arab Emirates (UAE) being included by the European
Commission on the list of high-risk third countries presenting strategic deficiencies in
their national anti-money laundering and counter financing of terrorism (“AML/CFT”)

regime, provided for in the Commission Delegated Regulation (EU) 2016/1675.

The Board had decided to suspend the ESMA decision in October 2023 until the
outcome of the appeal is concluded. With today’s publication, the suspension has

expired and the ESMA decision has become fully operational.

https://www.esma.europa.eu/press-news/esma-news/esas-joint-board-appeal-confirms

-esmas-decision-withdraw-recognition-dubai
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Eurex Launches Mid-Curve Options on EURO STOXX 50® Index Dividend

Futures (2024/2/5)

Eurex is expanding its dividend derivatives offering with the introduction of
Mid-Curve Options on EURO STOXX 50® Index Dividend Futures as of 5

February 2024.

Mid-Curve Options on index dividend futures, currently only available as an

OTC product, can now be traded at Eurex.

Mid-Curve Options (Eurex), or Swaptions (OTC terminology), are listed options
that expire on an underlying future with a longer expiry date than the next settling
future. These options focus on the next five years of dividends, allowing participants

to fine-tune risk management or anticipate changes in dividend expectations.

Eurex, who had a global market share of 86% in dividend derivatives in 2023,
aims to further strengthen its leadership position in the listed dividend segment and to
facilitate the migration of OTC open interest and trading volumes using the TES

Block Trade and Vola Trade functionality providing order book transparency.
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"Dividend derivatives have evolved from a tool to hedge expected dividend risk
to an outright asset class that attracts many diverse market participants. These new
products give traders the ability to express their view on long-term dividend
expectations using shorter expiry options in an accessible central market," says

Lorena Dishnica, Equity & Index Product Design at Eurex.
e Underlying: EURO STOXX 50® Index Dividend Futures (FEXD)

o Expirations: Quarterly, with delivery corresponding to the maturity of the

respective year’s post-option expiration.

https://www.eurex.com/ex-en/find/news/Eurex-launches-Mid-Curve-Options-on-EUR

O-STOXX-50-Index-Dividend-Futures-3845890
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Eurex to Launch First Total Return Futures on MSCI Indexes (2024/2/7)
e Eurex is expanding its Total Return Futures (TRF) segment
o Launch of first TRFs covering MSCI indexes planned for 11 March

o New contracts will be denominated in USD and initially available during

US trading hours

Eurex is extending its Total Return Futures (TRF) segment through a cooperation
with MSCI, a leading provider of essential decision tools and services to the global

investment community.

Scheduled for 11 March 2024, the derivatives arm of Deutsche Borse Group
plans to launch TRF contracts on three MSCI indexes: MSCI World Index, MSCI
EAFE Index, and MSCI Emerging Markets Index. The launch reflects Eurex’s
commitment to provide pioneering solutions that support the global shift from swap

instruments towards listed and centrally cleared derivatives.
Evolving demand for cleared and listed TRFs on global indexes

The new TRFs will mark an additional milestone in Eurex’s TRF success story,
as for the first time TRFs on global indexes are offered, which are increasingly in
demand by market participants. The new contracts will cover the net return versions
of the following indexes: MSCI World Index (TMWOQO), MSCI EAFE Index (TMFA),
and MSCI EM Index (TMEM). The TRFs will be denominated in USD. The
underlying benchmark US funding rate is SOFR (Secured Overnight Funding Rate).

For technical reasons, they will initially be available during US trading hours (14:30 —
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22:00 CET, 08:30 am ET — 04:00 pm ET). Expansion to European morning and Asian

trading sessions is planned later in 2024.

Randolf Roth, member of the Eurex Executive Board: “Eurex reinforces its
commitment and continues to lead in delivering innovative solutions that address
increased capital requirements by offering important capital efficiencies to our
sell-side and buy-side customers. We are pleased to work with MSCI to further

strengthen and expand the TRF success story.”

George Harrington, managing director at MSCI: “We’re pleased to work with
Eurex as they expand their TRF segment to include MSCI Indexes. This reflects the
increasing demand for cleared and listed TRFs on global benchmarks, offering

enhanced capital efficiencies to market participants.”
Complementing Eurex’s existing product suite

TRFs’ objective is to replicate the returns of traditional bilaterally negotiated
equity or equity index-based swaps. However, compared to swaps, central clearing

enables portfolio margining, simplifies settlement, and mitigates counterparty risk.

The new TRF contracts complement Eurex’s existing TRF suite, which includes
benchmark Index TRFs, individual Equity TRFs and Basket TRFs. Eurex is the
leading global marketplace with the broadest offering in TRFs and the largest open

interest pool.

Eurex launched the TRF segment in 2016 with the listing of the first Total Return
Futures on the EURO STOXX 50 Index. Equity Total Return Futures on
EUR-denominated stocks with more than 250 underlyings and the new basket trade
functionality followed in October 2019. FTSE 100 Index TRFs and additional
GBP-denominated equity TRFs on 73 stocks have been available since March 2021
and November 2023 respectively. Since launch, Eurex has managed to migrate most

of the EURO STOXX 50 OTC Swaps market to its product. The current open interest
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in TRFs at Eurex stands at more than 3 million contracts or EUR 125 billion in

notional terms.

https://www.eurex.com/ex-en/find/news/Eurex-to-launch-first-Total-Return-Futures-o

n-MSClI-indexes--3846932
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ESMA Clarifies Certain Best Execution Reporting Requirements Under MiFID
11 (2024/2/13)

The European Securities and Markets Authority (ESMA), the EU’s financial

markets regulator and supervisor, today issued a Public Statement providing market

participants with clarity concerning their reporting requirements under RTS28,

pending full application of the new rules under MiFID II.
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ESMA expects NCAs not to prioritise supervisory actions towards investment
firms relating to the periodic RTS 28 reporting obligation, from 13 February 2024
until the forthcoming transposition into national legislation in all Member States of

the MiFID II review.

Under the reviewed MiFID II/MiFIR framework, investment firms are no longer
required to annually report detailed information on trading venues and execution
quality through RTS 28 reports, and the statement published today will promote

coordinated action by National Competent Authorities (NCAs) under MiFID II.

https://www.esma.europa.eu/press-news/esma-news/esma-clarifies-certain-best-execu

tion-reporting-requirements-under-mifid-ii
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Financial Watchdog Stops Thousands of Misleading Ads and Promotions
(2024/2/14)

Over 10,000 financial adverts and other promotions were withdrawn or
changed in 2023 following intervention from the Financial Conduct Authority

(FCA), an increase of 17%, year-on-year.

The FCA also published 2,285 alerts to help prevent consumers from losing their

money to scams, up from 1,800 in 2022.

After being given new powers by the Government, the regulator has focused on
illegal cryptoasset promotions to UK consumers, issuing 450 consumer alerts between

& October 2023 and 31 December 2023.
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The regulator has highlighted its concern at the rise of influencers promoting
financial products, including credit and investments on social media which often

targets younger age groups.
Lucy Castledine, Director of Consumer Investments at the FCA, said:

‘People need clear, fair and accurate information to base their financial decisions
on. We will continue to intervene and take action when we identify firms not meeting

our minimum standards. ’

As of 7 February 2024, authorised firms need permission from the FCA if they
want to approve promotions for unregulated persons. This makes sure firms approving
financial promotions have the required competence and expertise for the promotions

being offered.

This is underpinned by the Consumer Duty which came into force in July 2023.
The Consumer Duty requires firms to demonstrate that they are providing consumers
with information which helps them to make effective and informed decisions about

financial products and services.
Notes to editors

e 10,008 financial promotions withdrawn or amended during 2023 - an

increase of 16.6% compared to 2022.

e Financial promotions data 2023

e Financial promotions quarterly data 2023 Q4

e ‘Finfluencers’ are financial influencers who use social media and other online
platforms to share or promote financial advice, tips, and related content with

their audiences.

e Crypto Financial Promotions Policy Statement, June 2023.
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e During 2023, the FCA introduced new rules for firms promoting high-risk

investments, and the Consumer Duty which set higher standards of consumer

protection across financial services came into force in July 2023.

e The regulator continues to use its ScamSmart campaign to provide people

with information on how to avoid investment and pension scams.

e In 2023, the FCA identified unauthorised activity relating to debt solutions
and engaged with 43 unauthorised firms and issued 30 alerts, including
requesting website and/or social media account suspension where appropriate.

The FCA has also engaged other regulators where applicable.

https://www.fca.org.uk/news/press-releases/financial-watchdog-stops-thousands-misle

ading-ads-promotions

4. XREABATAMERERVNARBAXBEELARSEFE RELHE R
(202442 A 15 1)

EEeBATNRER (FCA R LRXemEHAE, EXARMER AFE
REmERE, BREREEIN GRS EE P KB FE A .

EWEEF, FCAWE AN 2E CANHRETENTI AN EFER S
TR, UREGHEHE T EMRE,

FCA X BERKF\H|UTHE: FAMSFN—Ha, AL2LEF FENEHW
FEd SUATFE, AL OB P RATFE; AL PEP XA T REEHRA,
BEETERAHTELEFEMBARLT A,

FCA L EREZLEL, UiIFFAEZL —JUE T IRt —F hE T4 (w
F)o FCATIHEF RT XRENFANERE, HRHEL-TNEREE.
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NH 20 RHAWME RN HEZT AE, WERTRE 20T BT LE,
wHE LB F] HF A ET A AR E R A R E.

FCA © 18 2022 4 12 A A ey —HE F 77, HEZX—GJUETE—LEL
BBy T, EXHEF, FCA HR T e, BIE\NERA T, % RE L
FE A TR B A R B AR

2023 F 1 AXHM A —HERET FBAENANFIEE W “HE
# 5" (Customer Duty), #REA G ZmEERATRENEEF, BETE
PR BLWGE, R RE P LIRS E AT,

T 2023 £ 12 F 5 5] 24T 09 I8 5 5 E P4 Bt it & (Consumer Duty
webinar) b, FCA#£H 7 —&# ik, BI—LEFETR LT RFFZH, wF
EwEFRA, BHEFEERSE.

2021 , FCA XA T — X RHFZ R AT IHERLZ R . R AT
WEAFERFHEERETFREXT I N —#,, BRERETE, LA
REG OB o ZR IO R AR AR T B IRBEN, FX TR
R&FT#HRE G

FCA Requests Information from Firms about Delivery of Their Ongoing Advice

Services and the Consumer Duty (2024/2/15)

The FCA is today writing to a number of financial adviser firms requesting
information about their delivery of ongoing services, for which their clients

continue to be charged after advice has been given.

In its survey, the FCA asks if firms have assessed their ongoing services in
response to the introduction of the Consumer Duty, and whether they have made any

changes as a result.

It also asks for data on the number of clients due a review of the ongoing
suitability of the advice as part of the service, how many received that review, and
how many paid for ongoing advice but whose fee was refunded as the suitability
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review did not happen.

The FCA is collecting this information to assess what, if any, further regulatory
work it may undertake in this area. The FCA anticipates providing a further update

having considered the firms’ responses.

Around 20 of the largest advice firms are receiving the survey so the widest
possible understanding of market practice is achieved. Their selection is not based on

any particular concerns with those firms.

The regulator had indicated it would undertake some cross-firm work in this area

in a letter sent in December 2022. In this, the FCA set out its concerns that advice

firms were not adequately considering the relevance, nature and costs of these

ongoing services for all their clients.

A further letter sent in January 2023 explained how advice firms should approach

the incoming Consumer Duty, reminding firms that it requires firms to act in good

faith towards customers, avoid causing them foreseeable harm, and enable and

support them to pursue their financial objectives.

In a Consumer Duty webinar with firms in December 2023, the FCA flagged

concerns that it appeared some consumers may be paying for a service, such as an

annual review, but were not receiving it.

In 2021, the FCA published a strategy to support a thriving consumer investment

market. The data gathering announced today on ongoing services forms part of that
work to raise standards so people can invest with confidence. Central to that strategy

is ensuring people can access advice if they want it and have trust in the services on

offer.

https://www.fca.org.uk/news/statements/requests-information-firms-delivery-ongoing-

advice-services-consumer-duty
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15. FHEFRARESERZR 2B EMFHA T EEHNTL RS (2024
#£2H6H)

BEIE AR E S HEE R 2 (SFC) % Nerico Brothers Limited B % # 1%
F A4 (Mr Lam Ching Chiu, %) K # %% (Mr Wong SiuFung, %) # # &
TR e, BEUEFAFNATVEAE, H2024 52 A6 HRZE 202942 A5 HiE
(E1ZE 3.

MEERFAMBERETN MR RZZI RO ERT, nEEew
TRAR /N (&% 4% T, Hong Kong Financial Engineering Company Limited)
BEAEATREBATH, /5T 2022 F 8 AERBERMRE R AL RIL, Z4ITR
REBEARRZRFHTT R, 5w HEAE, T4 2014 £ )& £ 2015 FA7H [,
MEZEUREEFHEERGRRTFRR R EY (4,

2014 F 12 A 2015 F 1 Al E, BT Hdaem TEMURNRE 5%
O, BETBRBARERMREREERANZ G XA HE, EHER T BIERE
AARRZRFHRM. HHEEHZLATHERIMT 60,000 7TE 70,000 T. #
AAE 2014 F 12 AN ZAATHRERNER, =7 HE—HFARMNE 12,500
Tt s, SRS A EFRIT X,

MEREEZLTRERTREIE LA, ARE UL TR LRI EZ L AR
X Rk,

R R LR A0, SFC & T M AR H R R AR FF 4 R, AAT AN
FHRABHATZAE BEARIE S AL,

E:
1. MERAE (EHE K H R 5HF) (Securities and Futures Ordinance, SFO) %

KEHTEI1ER GExx ). F2K (HARGAXRZ). %3 % LA
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KL RZ) REIkR (BREERFEE) SHEESN, 7T 2008 F 8 A
290 H Z 2021 4 8 A 5 HH8 # & T Nerico Brothers Limited. ftt § & 7 3¢
SFC #F 2 A,

2. EERIE (L% R 4H]) (Securities and Futures Ordinance, SFO) 3%
REHTE 1R GERERF). F2% WRAGAXRS) k& 9% (Rt
KredE) $HEES, FT 2011411 A7 HZE2021 48 A 5 HHH
# J& T Nerico Brothers Limited. 1t H #7 33k SFC # A .

3. 202248 A29H, REERKEM—TUHREARGER TR LKL, &
R 71k W & % 17]) (Prevention of Bribery Ordinance) % 9(2)4 & 12(1)
%, URBAARIEEREERTEL R L. 202249 A 8 H, H#EHA K
HE1R2ANA, ERAE, MEMNKAEEANA, AHEERAE,

4. HARXZBRFEETHELBIEUKS EERSHH AR E,
SFC Bans Lam Ching Chiu and Wong Siu Fung for Five Years (2024/2/6)

The Securities and Futures Commission (SFC) has banned Mr Lam Ching Chiu
and Mr Wong Siu Fung, both former licensed representatives of Nerico Brothers
Limited, from re-entering the industry for five years from 6 February 2024 to 5

February 2029 following their criminal convictions of bribery offences (Notes 1 to 3).

Lam and Wong were found guilty in August 2022 at the District Court of paying
the then chief executive officer (CEO) of Hong Kong Financial Engineering
Company Limited (HKFECL) bribes in relation to utilising a computerised
algorithmic programme used for futures trading. The CEO was the developer of the
trading programme and was responsible for its operation, while Lam and Wong, as
well as their clients, used it to invest in futures contracts from late 2014 to early 2015

(Note 4).

Around December 2014 or January 2015, in addition to the service fee charged

by HKFECL, the CEO asked Lam and Wong to pay a commission for each profitable
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transaction conducted as a reward for his staff who assisted with the operation of the
trading programme. Lam subsequently paid the CEO between $60,000 and
$70,000. Wong also gave a mobile phone and cosmetic products worth $12,500 to
the CEO in December 2014 at his request, out of a desire to maintain a good

relationship with him.

Neither Lam nor Wong had checked whether the above practices were known or

acceptable to HKFECL before they made the payments or gifts to the CEO.

In deciding the sanctions, the SFC considers that Lam and Wong are not fit and
proper persons to be licensed to carry on regulated activities due to their criminal

convictions.
Notes:

1. Lam was licensed to carry on Type 1 (dealing in securities), Type 2 (dealing
in futures contracts), Type 3 (leveraged foreign exchange trading) and Type 9
(asset management) regulated activities under the Securities and Futures
Ordinance (SFO) and was accredited to Nerico Brothers Limited from 29

August 2008 to 5 August 2021. Lam is not currently licensed by the SFC.

2. Wong was licensed to carry on Type 1 (dealing in securities), Type 2 (dealing
in futures contracts) and Type 9 (asset management) regulated activities under
the SFO and accredited to Nerico Brothers Limited from 7 November 2011 to

5 August 2021. Wong is not currently licensed by the SFC.

3. On 29 August 2022, the District Court convicted Lam of one count of offering
an advantage to an agent, contrary to sections 9(2) and 12(1) of the
Prevention of Bribery Ordinance and convicted Wong of two counts of the
same charge. On 8 September 2022, Lam was sentenced to 12 months’
imprisonment, suspended for two years, and Wong was sentenced to nine

months’ imprisonment, also suspended for two years.
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4. The trading programme was provided by HKFECL by way of account

management services.

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

refNo=24PR 16
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BAGTESRITIEES)

RN,
> 4@ BAZHA Financial Regulatory Authority

L PEARRTRAN 2023 £ BTIHETHAL (202451429 H)

2023 4, MAETIAERZEK, BRREEERES T7; ArTIE
KEMITFFHRS EH, BHRELEMRFL TH; RATIRZEREE N, R
TEMMERTIRXERFTEK; RETHEERIEE %,

The People’s Bank of China Issues Financial Market Report (2023) (2024/1/29)

In 2023, the bond market grew stably, with treasury yields generally fluctuating
downwards. The high-quality opening-up of the bond market saw steady progress,
with the composition of investors remaining diversified. Money market trading
continued to grow while interbank derivatives turnover maintained growth. Major

stock indexes dropped.

http://www.pbc.gov.cn/goutongjiaoliu/113456/113469/5221498/index.html

> X % FBr Exchange

2. WEHERARXRZIARTREIBBHRMBREAR AKX AMRETHE
F (20242 A2 H)

Notice of China Financial Futures Exchange on Warning the Matters Related to

the Delivery of Equity Index Futures and Options Contracts (2024/2/2)

http://www.cffex.com.cn/jystz/20240202/36641.html

41


http://www.pbc.gov.cn/goutongjiaoliu/113456/113469/5221498/index.html

BRRTE Tl B E T

et

3. KEWEXZHAT 202451 ARFEMBEAX BT HELAFRYEE (2024
£2H2H)

Announcement of Dalian Commodity Exchange on the Investigation and
Penalties of Abnormal Trading Behaviors and Violations for January 2024

(2024/2/2)

http://www.dce.com.cn/dalianshangpin/fefz/zljg/6110258/8592360/index.html

4. ANBRXZPTRA 2023 FHREETHERE (202452 A5H)

Zhengzhou Commodity Exchange Issues Self-regulatory Work Report for 2023
(2024/2/5)

http://www.czce.com.cn/cn/gyjys/jysdt/geytz/webinfo/2024/02/1708567915865958.ht

m

5. MMERXZHRTREAZZAN. B &ML H5ENREHBITRGAE

(20242 H 6 H)

Announcement of Zhengzhou Commodity Exchange on the Amendments to the
Trading Rules, the Detailed Rules and Contract Specifications for Listed Futures

Products (2024/2/6)

http://www.czce.com.cn/cn/gyiys/jysdt/ggytz/webinfo/2024/02/1708567995843557.ht

m

6. MMBRERFAF 20244 1 A HHKEhITHEE Q024527 68)
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Zhengzhou Commodity Exchange Issues Self-regulatory Statistics for January

2024 (2024/2/6)

http://www.czce.com.cn/cn/flfg/tjsj/webinfo/2024/02/1708567972556180.htm

7. PRBERRGHATFEBR < NBRRZ R AN KAE & 52 % 20 0 o 8
bn (202442 A 6 H)

Notice of Guangzhou Commodity Exchange on Amending Trading Rules and

Related Detailed Implementing Rules (2024/2/6)

http://www.gfex.com.cn/gfex/tzts/202402/5fedd1ee043e40eaafda9e6e04c8e3ab.shtml

8. WHEBMMKX LA THITCFEEBM KK T TR 7 AN E 5 (2024
£2H68H)

Notice of China Financial Futures Exchange on Amending Trading Rules of

China Financial Futures Exchange (2024/2/6)

http://www.cffex.com.cn/jystz/20240206/36706.html

9. REWRRZHXTBR CAEFRXZHAXZANY CAEHRXZ X
RERPEY BEBMGAWNE (2024552 A 6 H)

Announcement of Dalian Commodity Exchange on the Amendments to the
Trading Rules, Measures for Trading Management and Specific Products

Contracts (2024/2/6)

http://www.dce.com.cn/dalianshangpin/ywiw/]ystz/ywtz/8592608/index.html
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10. EEMRRFPTAT 2024 £ 1 ABR/RFZHEATHBRHGAE (2024 4 2
A 8H)

Announcement of Shanghai Futures Exchange on Investigation and Penalties for

Violations of Relevant Rules and Regulations for January 2024 (2024/2/8)

https://www.shfe.com.cn/news/notice/911404259.html

1. EA#EEFRIER R KT 2024 4 1 F 24T % AT b LY A4 (2024
#£2H8H)

Announcement of Shanghai International Energy Exchange on Investigation and
Penalties for Violations of Relevant Rules and Regulations for January 2024

(2024/2/8)

https://www.ine.cn/news/notice/131007.html

12. PESRARK AT 2024 £ 1 ARBEEEEHE R AL (2024
£2H21H)

Announcement of the China Financial Futures Exchange on Self-regulatory

Measures Taken in January 2024 (2024/2/21)

http://www.cffex.com.cn/zljgezdt/20240221/36860.html
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13. P ESRBMR X T HXTHIT <FE LR RE X 2 BB KA 4K H B>
Wi (202442 A 23 H)

Notice of China Financial Futures Exchange on Amending Detailed Delivery
Rules of China Financial Futures Exchange for China Government Bond Futures

Contract (2024/2/23)

http://www.cffex.com.cn/jystz/20240223/36902.html

14, PEIEFR F ARG KL EEHFR 7 BT E BT 5 K KR & (2023)(2024
£2H23H)

Shanghai Stock Exchange Publishes Stock Options Market Development Report
for 2023 (2024/2/23)

http://www.sse.com.cn/aboutus/research/report/

> 4T\ #4 Industry Association

15. PEHME L HEXTRA CHRARFERNGEEAND wEz (2024 4 1

H31H)

Notice of China Futures Association on Issuing the Rules on the Management of

Reputational Risk for Futures Companies (2024/1/31)

http://www.cfachina.org/aboutassociation/associationannouncement/202401/t2024013

1_66853.html
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16. #EM LB R 2024 £ 1 ALEHRTHXZHRAR (2024 42 A

18)

China Futures Association Releases the Brief on National Futures Markets

Trading for January 2024 (2024/2/1)

http://www.cfachina.org/aboutassociation/associationannouncement/202402/P020240

201649095693420.pdf

17. % BRIk W& RAT BB AT S R 5 SE R 2 5 BB R T (2023 48 12 /) (2024
£2H2H)

China Futures Association Releases the Overview of the Industry Data on

Futures Servicing Real Economy (December 2023) (2024/2/2)

http://www.cfachina.org/aboutassociation/associationannouncement/202402/P020240

202616229901292.pdf

18. PERTBATHXZH AL 2023 £EHARKREZBE TR T FETHIL

(20242 A2 H)

Announcement of National Association of Financial Market Institutional
Investors on the Market Report of Credit Risk Mitigation Instruments for 2023

(2024/2/2)

https://www.nafmii.org.cn/cpxl/xyfxhsgjcrm/ywyyqk/202402/P020240202386461803
452.pdf
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19. #EEFY B PERAR LS. PEIEFEEESY LR TELE GE
FHRHEEARRBEE Y HAE (2024F2 6 H)

Announcement of the Securities Association of China, the China Futures
Association, and the Asset Management Association of China on Abolishing the
Measures for the Administration of Securities and Futures Science and Technology

Awards (2024/2/6)

https://www.sac.net.cn/tzge/202402/t20240206 63394.html
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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
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