Regulatory tsunami
affecting all sectors




' The regulation has 3 main purposes

Trust in Markets Custumer Protection

Transparency

Financial Stability
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Changes provides challenges along all service lines

Financial Stability
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Customer protection is one of the key principles

KYC

Customer

Risk of
Money
Laundering

Customer
Use of

Privacy
Find out clients needs, objectives and characteristics

Present / offer only suitable products to the client

Right product offered to right client
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Enhanced client information — about and to clients

There are multiple regulation which requires
actors to find out and report information about Product

the customer and their behavior. Gover-
nance

Meet

. : Your Client
For the customer these requirements might not

even be visible.

Best
Execution

Reporting

AML, EMIR, SSTR, FATCA...
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|
Key impact areas for affected firms

Increased

competence within
organization

Transparency

Proportionality
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|
AML IV: What’s the fuzz?

“Know Your Customer (KYC)”
A

Customer onboarding

Enhanced /\

customer control
for high risk .
customers Client

Acceptance

Standard customer
control
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Example of a risk assessment

Risk Typical data . 1. .
factor atiributes Weighting Points system
* Nationality S
. . . * High risk 5
Geography Residential country 30% * Medium Risk 3
* Country of
. . » Low Risk 0
Incorporation
« Safe deposits * High risk 4
Product + Cash accounts 20% * Medium Risk e 2
* High activity » Low Risk 0 rJ\
L L
. * High risk * 6 1/
Business . g;guls;ry tzrlzte status 30% * Medium Risk *3
ploym » Low Risk *0
+ High risk 0o
Entity type | + Complex structure 20% * Medium Risk . ?)
» Low Risk

Score 100
Score 80

Score 10

]

Apply risk
threshold

>12
7-12 [

<7

C

Initial

rating

risk

Risk overrides: PEP, Bearer Shares, Negative news

N

Final risk rating

O B
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Market Abuse Regulations: Key changes

Inside Information & Insider Dealing

Suspicious
Transaction & Market
Order Reporting Manipulation
Insider Lists & Investment
Market Soundings Recommendations
Manager’s Transactions
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GDPR - Data Privacy: restrictions, obligations and

rights

“Accountability”

“Data breach
notification”

“Right to data
portability”

“Privacy by “Privacy by
design” default”

“Data Protection
Officer”

“Right to be “Administrative
forgotten” Sanctions”
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|
IDD objectives and main impacts

Main objectives

» EU-wide minimum < sed
h . .. pdvised saleg
armonization

» Strengthening consumer
protection

» Identifying and avoiding
conflicts of interest

» Introducing distribution
channel standards

= A level playing field for
different distribution channels

Product
Product development Product
planning and maintenance
launching
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MAFID II has significant impact on other regulations

UCITS

Reporting Obligations, extended sanction
possibilities in respect of infringements,
Investment Funds

SFTR

(Securities Financing Transactions Regulation)
Clearing-Obligation, Trading Obligation,
Commodity Derivatives,

entrance to eligible counterparties,

Clearing- and Accounting

Systems, Reporting Obligations

MAD / MAR

Transparency requirements for MTF, OTF und
regulated markets; (Transaction-Reporting);
Record Keeping Requirements, Algorithmic
Trading, Reporting Obligations

MAD /

PRIIPs
Retail investors; Target Market; KIDs

—W

o
=

Investment Funds, cross-boarding Admission for KVG

CSDR

Financial instruments; securities delivery- and
billing system; (transferable) securities; MTF;
trading place; KMU-growing market; securities
services and investments activities; cooperation
and exchange of information between NCA;
central securities depositories

EMIR

Trade repository; Reporting Obligations;
Financial Instruments; Derivate; eligible
obligations; regulated markets, MTF, OTF
(Trade obligation); non-discriminatory access

Sy
.
.
..
.
..

IDD

Professionals; information obligations; investment
advisory; complex financial products

g
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MQAFID II is strategic in nature due to financial impacts

Extensive scope,
touching players
across the industry:
“manufacturers”,
distributors, traders
and service providers

Detailed regulations
may not be finalized,
but increasing clarity
provides the basis for
decisions

MIiFID II challenges

Financial
considera-
tions

Extensive
scope

Business
model/
strategic
implications

* MIFID II changes the attractiveness
and viability of alternative business
models

* Real implications become
increasingly visible as
implementation proceeds — and
sector & competitive dynamics
change

* High implementation

costs: e.g.. c.€0.5m
(small players) to
>€350m (global
players)

Many institutions
still finding extended
deadlines hard and
expensive to meet

Opportunities remain
for step back and
strategic rethinking
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Regulations has significant impact,

both operational

[ ]
and financial
Strategy
Compliancy Business model Benefits
Requirements .
Increased income
Customers Increased user
Segments friendliness
Target markets
Increased customer
Products & satisfaction
Services —
Pricing Increased usability of
Financial Channels client information
&
Operational Client Increased efficiency
impact management
Increased personnel
Product satisfaction
Governance Organized & clear
Governance, Risk Processes
& Compliance .
Stable IT environment
Organization
Prepared for the future
IT systems
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Is your regulatory infrastructure ready to
accommodate anticipated changes?

]

Change in
customer
behaviour

Efficiency
requirements

Development
requirements
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