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Editorial

1. Editorial

This edition of Managing Upstream 
Risk provides updates on the key global 
regulatory developments in Q1 2015. 
Key themes we see are strong Asian 
cooperation efforts and continued progress 
in continuity, risk and recovery planning 
for market intermediaries and central 
counterparties. 

Asian cooperation efforts

The past few months have seen 
considerable regional cooperation efforts 
in the Asia region.  During the IOSCO’s 
Asia Pacific Regional Committee meeting 
in Tokyo on 11 March 2015, the Committee 
agreed on a roadmap to enhance 
cooperation amongst the region’s securities 
regulators, by increasing cross-border 
regulatory cooperation and collaboration 
between regional regulatory institutions, 
government bodies and the Financial 
Stability Board. 

In recognition of calls from regulators for 
increased coordination in addressing the 
international impact of European and US 
financial reform initiatives, the Roadmap 
also touched on how APRC’s members 
could collectively address the cross-border 
impact of international financial reform 
initiatives. 

There has also been further integration 
of the banking sector in South-East Asia 
under the ASEAN Banking Integration 
Framework (ABIF), with the signing of the 
ASEAN framework Agreement on Services 
by the finance ministers and central 
bank governors of ASEAN’s ten member 
countries. 

Under the ABIF, ASEAN based banks 
will be classified as local banks across all 
ASEAN member countries, as opposed 
to being classified as a foreign bank from 
a neighbouring country. This allows 
ASEAN banks to further compete with 
international banks by giving them access 
to a larger customer base, while removing 
limits normally imposed on foreign banks, 
like restrictions on the number of branch 
licenses or financial products offered.

The development of the Asia Region 
Funds Passport has further signified a 
large step in regional integration, as 
it will provide a multilaterally agreed 
framework facilitating the cross border 
marketing of managed funds across 
all participating economies in the Asia 
region. A consultation was recently 
launched by a Working Group from the six 
APEC economies on rules and operating 
arrangements of the Asia Region Funds 
passport, with the same Working Group 
also releasing its responses to feedback 
from a public consultation on the same 
subject published last year on 16 April 
2014. 

MAS and the Singapore Exchange (SGX) 
have also jointly signed a Memorandum of 
Understanding (MOU) with the Securities 
Commission Malaysia and the Securities 
and Exchange Commission, Thailand to 
establish a Streamlined Review Framework 
for the ASEAN Common Prospectus. 
This move will facilitate cross-border 
offerings of Equity Securities and Plain 
Debt Securities in ASEAN by streamlining 
the review process for a multi-jurisdiction 
offering of Equity Securities or Plain Debt 
Securities. This enhances market efficiency 
by reducing the time needed for issuers 
to make their products available to the 
markets.
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Continued progress in continuity, risk and 
recovery planning for market intermediaries 
and central counterparties

Further progress has been made in relation 
to business continuity, risk and recovery 
planning for market intermediaries and 
central counterparties (CCPs). IOSCO 
is reviewing stress testing by CCPs and 
consulting on the business continuity 
at market intermediaries, while ISDA 
has proposed a recovery and continuity 
framework for CCPs. 

The review of stress testing by CCPs by 
CPMI-IOSCO has been carried out in 
recognition of their growing systemic 
importance, as a result of the drive 
to centrally clear standardised OTC 
derivatives.  Stress testing is a requirement 
of the Principles for Financial Market 
Infrastructures (PFMI), to determine if 
CCPs have the resources to manage credit 
and liquidity risk.

ISDA has also come out with the CCP 
Default Management, Recovery and 
Continuity paper, proposing a recovery 
framework and setting out tools to re-
establish a matched book following the 
default of one or more clearing members. 
This is in line with ISDA’s belief that the 
recovery of a CCP is preferable to its 
closure, due to its systemic importance. 
Hence, they have stated that recovery 
efforts should be continued if the CCP’s 
default management process is effective, 
even upon the exhaustion of pre-funded 
resources.

ISDA also further called for recovery 
measures to be clearly defined in clearing 
service rule books to provide clarity on the 
maximum time frame before recovery tools 
are deemed to have failed, and also for the 
segregation of clearing services to mitigate 
the potential for contagion across other 
clearing services of the CCP.

MAS strengthens AML/CFT framework

MAS has also further toughened up the 
local AML/CFT regulatory framework 
by issuing revised notices to Financial 
Institutions (FIs) on anti-money laundering 
and countering the financing of terrorism. 
As part of efforts to increase the robustness 
of the AML/CFT regulatory framework, 
the new notices have been benchmarked 
against international best practices and the 
latest recommendations of the Financial 
Action Task Force (FATF). 

Some of the key changes include a 
new requirement for FIs to conduct 
an enterprise-wide risk assessment to 
complement existing risk assessments 
of individual customers. This risk 
assessment will require FIs to also take into 
consideration the suggestions put forward 
in the previously published Singapore 
National Money Laundering and Terrorist 
Financing Risk Assessment Report 2013.  

Also under increased scrutiny are wire 
transfer transactions, where the thresholds 
for enhanced measures have been reduced 
from $2,000 to $1,500, along with 
more stringent information collection 
requirements for wire transfer originators 
and beneficiaries.
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Banking Updates

2.1 Financial Stability
 RBI and ECB sign an MoU on 

Cooperation1

 India, 12 Jan 2015

  RBI and ECB today signed a 
Memorandum of Understanding 
(MoU) on cooperation in the field of 
central banking. The MoU provides 
a framework for regular exchange 
of information, policy dialogue 
and technical cooperation between 
the two institutions. Technical 
cooperation may take the form of 
joint seminars and workshops in 
areas of mutual interest in the field 
of central banking. 

 

 MAS proposes amendments to the 
Banking Act2

 Singapore, 15 Jan 2015

  MAS has proposed amendments 
to the Banking Act as part of 
MAS’ ongoing reviews into the 
banking Fregulatory framework, 
to ensure that it remains current 
and reflects MAS’ expectations and 
requirements. Key amendments 
are to: (i) formalise banks’ duties 
to inform MAS of material adverse 
developments and information 
in relation to the bank, its 
shareholders and controllers, 
and key appointment holders; 

2. Banking Updates

–––––––––––– 
1 RBI, “RBI and ECB sign an MoU on Cooperation.”
2 MAS, “Consultation Paper on Proposed Amendments to the Banking Act.”
3   FSB, “First FSB Annual Report.”

(ii) strengthen MAS’ control over 
banks’ key appointment holders and 
auditors; and (iii) formalizing banks’ 
duties to implement adequate risk 
management systems and controls.  
Other amendments include requiring 
banks to seek MAS’ approval to open 
a new place of business or change 
the location of its existing place of 
business for activities such as money 
changing or remittance activities 
and to refine MAS’ powers to declare 
bank holidays. 

 

 FSB publishes its first annual 
report3

 Global, 31 Jan 2015

   The FSB has published its first 
annual report, which contains an 
overview of the FSB’s ongoing work 
relating to financial sector reforms.  
Some of the main areas covered in 
the report are (1) reducing the moral 
hazards posed by systematically 
important financial institutions 
(SIFIs), (2) strengthening the 
oversight and regulation of shadow 
banking, (3) publication of a 
report to reduce reliance on credit 
ratings agencies, (4) improving the 
reliability and robustness of financial 
benchmarks, (5) addressing data 
gaps, (6) monitoring adherence to 
international standards, and (7) 
the impact of regulatory reforms on 
emerging markets and developing 
economies.
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 HKMA reviews Code of Banking 
Practice4

 Hong Kong, 06 Feb 2015

  The Association of Banks and 
the Association of Restricted 
Licence Banks and Deposit-taking 
Companies have launched a revised 
Code of Banking Practice. The 
HKMA, which endorsed the Code, 
said one of the aims of the Code is 
to align it with the G-20 High-Level 
Principles on Financial Consumer 
Protection. Another enhancement 
to the code is with regards to the 
disclosure and transparency about 
terms and conditions by Authorised 
Institutions (AIs), which include the 
provision of new standardized Key 
Facts Statements by AIs setting out 
major terms and conditions of loan 
products to allow customers to easily 
access and compare details of such 
products, as well as explaining any 
revisions of terms and conditions of 
banking services

 AIs are expected to achieve full 
compliance with the new provisions 
within 6 months of 6 Feb 2015, 
with another 6 months allowed for 
compliance with provisions that 
require system changes. The HKMA 
will monitor compliance as part of 
its ongoing supervision of AIs.

 Banking Bill a priority for 
Indonesia5

 Indonesia, 09 Feb 2015

  Indonesia’s House of Representatives 
has prioritised the banking bill to 
be passed this year, in a move to 
cap foreign ownership in domestic 
commercial banks at 40 percent, 
and to allow existing offshore 
investors to divest their shares in 
the next ten years. Foreign banks 
operating under branch status must 
also become legal entities within 
the 10-year transition period. This 
move seeks to prevent foreign 
investors from becoming controlling 
shareholders in local banks, in an 
attempt to protect the local banking 
sector.

 The bill also specifies in detail 
the role of the Financial Services 
Authority (OJK) and the Financial 
Sector Stability Coordination 
Forum (FKSSK) in ensuring that 
all investors comply with the new 
regulations, amongst other things 
stating that the OJK and FKSK 
will have the discretionary power 
to decide whether some foreign 
investors may exceed the foreign 
ownership cap for local banks 
depending on their track record, 
governance, capital and contribution 
to national economy. 
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6 National Bank of Cambodia, “Remark by H.E Chea Chanto, Governor of the National Bank of Cambodia, In the Signing  
 Ceremony on the Code of Banking Practies , Phnom Penh, 16 February 2015.”
7 FSB and IOSCO, “FSB and IOSCO propose Assessment Methodologies for Identifying Non-Bank Non-Insurer Global  
 Systemically Important Financial Institutions.”
8 Asiaone, “ASEAN agrees to start banking integration process.”

 Cambodia launches Code of 
Banking Practices6

  Phnom Penh, 16 Feb 2015

   The National Bank of Cambodia 
has launched a Code of Banking 
Practices, to serve as a principle 
for all banking and financial 
institutions to follow, and also to 
build increasing banking service user 
confidence in the banking system. 
The code aims to protect consumers, 
improve consistency in banking 
operations, enhance transparency, 
and provide an equitable corporate 
culture for banking and financial 
institutions.

 FSB and IOSCO propose Assessment 
Methodologies for Identifying 
Non-Bank Non-Insurer Global 
Systemically Important Financial 
Institutions (NBNI G-SIFIs)7

 Global, 04 Mar 2015

 FSB and IOSCO have published a 
second consultation on Assessment 
Methodologies for NBNI G-SIFIs 
until 29 May 2015. The proposed 
methodologies aim to identify NBNI 
financial entities whose distress 
or disorderly failure, because of 
their size, complexity and systemic 
interconnectedness, would cause 
significant disruption to the wider 
financial system and economic 
activity at the global level.

 While the consultative document 
published today proposes specific 
methodologies for the identification 
of NBNI G-SIFIs, it does not propose 
any specific entities for designation 
or any policy measures that would 
apply to NBNI G-SIFIs. FSB has 
explained that policy measures will 
be developed once the assessment 
methodologies have been finalised. 
The consultation closes on 29 May 
2015.

 ASEAN agrees to start banking 
integration process8

 ASEAN, 24 Mar 2015

 The finance ministers and central 
bank governors of ASEAN’s 
10-member countries have signed 
the ASEAN Framework Agreement 
on Services (AFAS), the umbrella 
agreement for the ASEAN Banking 
Intergration Framework (ABIF). 

 The agreement in principle starts 
the process of banking integration 
in the region, as part of the wider 
implementation of the ASEAN 
Economic Community (AEC) by the 
end of 2015.

 AFAS was the follow-up to an earlier 
agreement signed by Bank Indonesia 
(BI), the Malaysian central bank 
Bank Negara Malaysia (BNM), and 
the Financial Services Authority 
(OJK) late last year, in which 
Malaysia agreed to ease restrictions 
imposed on Indonesian banks to 
operate in Malaysia. 
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2.2 Capital requirements/
Basel III

 RBI issues norms for bank leverage 
ratio under Basel III10

 India, 08 Jan 2015

  The Reserve Bank of India (RBI) has 
issued its revised guidelines on the 
leverage ratio framework for banks, 
which will come into effect from 1 
April 2015. RBI further stated that 
currently, the Indian banking system 
is operating at a leverage ratio of 
more than 4.5%, and that the final 
minimum leverage ratio will be 
stipulated taking into consideration 
the final rules prescribed by the 
Basel Committee by end-2017. The 
RBI also said that banks needed to 
make a disclosure of the leverage 
ratio and its components on or 
after 1 Apr 2015, and the first such 
disclosure should be made for the 
June quarter.

 IMF publishes Global Stability 
Financial Report9

 Global, 08 Apr 2015

 IMF has published Chapters 2 and 
3 of its biannual Global Stability 
Financial Report (GFSR). Chapter 2 
looks at the changes in the banking 
industry since the financial crisis, 
with two developments in particular 
standing out, (1) the decline of 
direct cross-border lending by banks; 
and (2) local lending by foreign 
bank affiliates has remained steady, 
with global banks refocusing on 
key markets and allowing other 
banks to expand. Chapter 3 looks 
at the financial stability risks of 
the asset management industry, 
recommending stronger regulatory 
oversight.

–––––––––––– 
9 IMF, “Navigating Monetary Policy Challenges and Managing Risks.”
10 RBI, “Implementation of Basel III Capital Regulations in India – Revised Framework for Leverage Ratio.”
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12 BIS, “Revised Pillar 3 Disclosure Requirements.”

 Basel Committee: Second progress 
report on banks’ adoption of 
risk data aggregation principles 
published11

 Switzerland, 23 Jan 2015

  The Basel Committee has issued a 
second progress report on banks’ 
adoption of the Committee’s 
Principles for effective risk data 
aggregation and risk reporting. 
This was a set of principles was 
published in 2013 to strengthen risk 
data aggregation and risk reporting 
at banks and improve their risk 
management practices and decision-
making processes. Firms designated 
as global systemically important 
banks (G-SIBs) are required to 
implement the Principles in full by 
2016.

 The report reviews banks’ progress 
in 2014 and updates a 2013 
“stocktaking” self-assessment survey 
completed by G-SIBs, other large 
banks and supervisors. It outlines 
the measures G-SIBs have taken to 
improve their overall preparedness 
to comply with the Principles, as 
well as the challenges they face. Of 
note is the finding that out of the 31 
G-SIBs, 14 reported that they will be 
unable to fully comply by the 2016 
deadline, compared with 10 G-SIBs 
in 2013.

 Basel Committee: Revised Pillar 3 
Disclosure requirements12

 Switzerland, 28 Jan 2015

  The Basel Committee has revised 
their disclosure requirements to 
address shortcomings in Pillar 3 of 
the Basel framework. The revised 
requirements will enable market 
participants to better compare 
banks’ disclosures of risk-weighted 
assets, as part of the Committee’s 
broader agenda to reform regulatory 
standards for banks in response 
to the global financial crisis. The 
revisions notably focus on improving 
the transparency of the internal 
model-based approaches that banks 
use to calculate minimum regulatory 
capital requirements. The revised 
requirements will take effect from 
year-end 2016. 
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 Basel Committee: Range of practice 
in the regulation and supervision 
of institutions relevant to financial 
inclusion13

 Switzerland, 30 Jan 2015

  Developments in digital financial 
inclusion are presenting new 
challenges for supervisors in 
defining their regulatory scope and 
allocating supervisory resources. 
This Basel Committee report reveals 
the extent to which supervisory and 
regulatory practices are evolving in 
response to the emergence of new 
institutions, financial products and 
intermediation channels that service 
poor and low-income customers in 
different jurisdictions. The report 
sets out findings from a survey of 
over 50 Basel Committee members 
and non-members.

 Basel Committee publishes Basel III 
monitoring results14

 Switzerland, 30 Jan 2015

  The Basel Committee presented 
the results of its six-monthly Basel 
III regulatory monitoring exercise 
at the global level, with data as of 
30 June 2014. A total of 224 banks 
participated in the study, comprising 
98 large internationally active banks 
(Group 1 banks) and 126 Group 2 
banks (representative of all other 
banks). The exercise is based on the 
assumption that the final Basel III 
package has been fully implemented, 
based on data as of 30 June 2014. 

 Data as of 30 June 2014 show that 
all large internationally active banks 
now meet the Basel III risk-based 
capital minimum requirements. 
Moreover, capital shortfalls relative 
to the higher target levels have been 
further reduced. 
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 Basel Committee publishes 
implementation assessments of 
Hong Kong SAR and Mexico15

 Switzerland, 16 Mar 2015

  The Basel Committee has published 
its assessment of the implementation 
of the Basel III risk-based capital 
standards for Hong Kong SAR and 
Mexico. Overall, the assessment 
outcomes for both Hong Kong SAR 
and Mexico are positive, with the 
Basel Committee even nothing that 
several aspects of domestic rules in 
both countries are more rigourous 
than required under the Basel 
framework. 

 In particular, the implementation 
of the risk-based capital standards 
in Hong Kong was found to be 
“compliant”, with 12 out of 13 
components assessed as “compliant” 
and the “Pillar 3” component 
determined as “largely compliant.” 
Hong Kong was also graded as 
“compliant” overall for the Liquidity 
Coverage Ratio (LCR).

 Banks call for rethink of global 
plans for capital floors16

 Global, 27 Mar 2015

  In a joint response to the Basel 
Committee’s December 2014 
consultation paper, the Institute of 
International Finance, the Global 
Financial Markets Association, the 
International Swaps and Derivatives 
Association and the Commercial 
Real Estate Finance Council warned 
the Basel Committee to rethink its 
plans that would set a new capital 
floor below which a bank cannot 
go, sharing concerns that capital 
floors were inconsistent with the 
aims of risk sensitivity, simplicity 
and comparability. They also said 
that the plans could compromise the 
risk-sensitivity of the main capital 
framework.

 “A risk-sensitive framework is 
necessary to measure risk accurately 
and allocate capital accordingly. 
On the contrary, a lack of risk-
sensitivity distorts lending practices 
as it incentivises banks to engage in 
higher return, but riskier business,” 
the statement said.
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 Japanese banks oppose stricter 
capital rules for rate risk17

 Tokyo, 31 Mar 2015

  Japanese banks have voiced their 
opposition to toughening rules on 
the capital lenders need to withstand 
an increase in interest rates, with 
Japanese Bankers Association 
Chairman Yasuhiro Sato saying that 
stricter capital requirements for 
interest-rate risk on assets lenders 
plan to hold to maturity would have 
a severe impact on the nation’s 
banks.

 The Basel Committee on Banking 
Supervision is considering an 
update to the rules amidst concerns 
that banks may not be prepared 
for higher rates when central 
banks end monetary easing. While 
Japanese banks have reduced their 
government bond holdings from 
a peak of 171 trillion yen (US$1.4 
trillion) in March 2012, they still 
hold 124.8 trillion yen (US$1.02 
trillion) in their banking books 
as of February 2015, according to 
central bank data. Major Japanese 
banks would incur 2.6 trillion yen 
in unrealized capital losses on their 
domestic government bond holdings 
if interest rates climb 1 percentage 
point across all maturities, the Bank 
of Japan estimated in October.

2.3 Recovery and Resolution 
Plans

 HKMA releases second-stage 
public consultation to establish 
an effective resolution regime for 
financial institutions18

 Hong Kong, 21 Jan 2015

  The HK government and financial 
regulators have released launched 
the second stage of public 
consultation on establishing an 
effective resolution regime for 
financial institutions, including 
financial market infrastructures.  

  The second stage of consultation 
seeks views on specific aspects 
of the regime including: further 
details on the resolution options 
and powers proposed in the first 
consultation paper; the governance 
arrangements and especially the 
approach to designating resolution 
authorities; as well as safeguards 
including a “no creditor worse off 
than in liquidation” compensation 
mechanism. 
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 An important aspect of this work 
had been the FSB drawing up new 
international standards as set out 
in the “Key Attributes of Effective 
Resolution Regimes for Financial 
Institutions”, which set common 
standards for resolution regimes 
in FSB member jurisdictions. The 
standards provide public authorities 
with the powers necessary to 
intervene in resolving failing FIs, 
to avoid severe financial instability 
while protecting taxpayers.

 The HK financial regulators have 
identified that the enactment of a 
new Bill will be required to establish 
a resolution regime locally and 
to provide designated resolution 
authorities with the full set of 
resolution options and powers in 
accordance with the Key Attributes. 

 The consultation closes on 20 Apr 
2015.

2.4 CRD IV/CRR
 EBA publishes global overview 

of potential implications of 
regulatory reviews on banks’ 
business models19

 Europe, 11 Feb 2015

  EBA has published a report 
providing a global overview of the 
potential implications for business 
models, resulting from the collective 
implementation of the regulatory 
measures developed since the 
financial crisis (CRD IV/CRR, Basel 
III leverage ratio, net stable funding 
ratio, reforms in banking structures, 
resolution regimes and EMIR). 

 The following overall potential 
implications have been noted, 
with banks likely to engage in the 
following during the transition 
period: (1) reduce investment 
banking activities and off-balance-
sheet exposures; (2) be better 
capitalised; (3) modify the funding 
mix (more deposits and lower 
reliance on short-term wholesale 
funding); (4) lengthen maturity of 
wholesale funding; (5) reduce the 
loan to deposit ratio; (6) reduce 
their size and increase their LR; (7) 
experience a rise in funding and 
operational costs; (8) experience 
a lower return on equity; (9) 
streamline their structures (fewer 
branches, fewer intragroup flows); 
and (10) place greater emphasis on 
internal governance.
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2.5 Bond Offerings
 MAS launches Consultation Paper 

on Proposed Amendments to MAS 
Notice 648 on Issuance of Covered 
Bonds by Banks Incorporated in 
Singapore20

 Singapore, 29 Jan 2015

  This consultation paper sets out 
proposals to further facilitate 
the issuance of covered bonds in 
Singapore. Amongst the proposals 
are amendments to allow for an 
additional type of covered bond 
programme structure, increased 
flexibility on the amount of cash 
and cash equivalents that can be 
included in the cover pool, and also 
further clarifications on the Loan-
To-Value limit of 80% on residential 
mortgage loans that can be included 
in the cover pool.

2.6 Shadow Banking
 CBRC Solicits Opinions on 

Entrusted Loans21

 Beijing, 16 Jan 2015

  CBRC has issued a set of draft rules 
to regulate entrusted loans through 
which non-financial firms offer 
credit to one another. This move 
is seen as a curb to the excessive 
liquidity and leverage used to 
speculate on stocks in China, which 
has fuelled a bull run in margin 
trading exceeding 1 trillion yuan by 
end 2014.

 The rules seek to define the business 
scope of entrusted loans, avoid 
arbitrage and impose strict operation 
requirements over banks involved in 
the business of entrusted loans.
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 RBI to come out with norms to 
protect consumers22

 India, 23 Jan 2015

  RBI is coming out with 
comprehensive guidelines for the 
non-banking finance sector to 
protect consumers. “The Financial 
Sector Legislative Reforms 
Commission (FSLRC) report 
recommends adoption of consumer 
protection framework that will 
empower and require regulators 
to ensure consumer protection for 
the financial activities regulated 
by them,” RBI Executive Director 
N S Vishwanathan said. “The 
bank (RBI) is in the process of 
framing comprehensive consumer 
protection regulations based on 
domestic experience and global 
best practices,” he added, saying 
the existing norms would be 
strengthened.  

 RBI is also seeking to align the 
private placement norms for the 
non-banking finance sector with the 
new company law enacted in 2013. 
Under the company law, private 
placement cannot be undertaken 
with more than 200 persons in 
a financial year, while private 
placement by non-banking finance 
companies cannot exceed 49 persons 
in a year.

––––––––––––
22 The Economic Times, “Reserve Bank of India norms to protect interests of consumers soon.”
23 Moody’s. “China’s shadow banking growth slows on regulatory tightening, but new areas emerge.”

 Growth of Shadow Banking in 
China slows after regulatory 
measures23

 Beijing, 22 Jan 2015

  Moody’s Investors Service has 
estimated that the growth of 
shadow banking assets in China has 
slowed, with shadow banking assets 
amounting to 71% of GDP at end 
2014, as compared to 66% at end 
2013. However, they have noted 
that total social financing, of which 
shadow banking is a component, 
continued to grow more quickly 
than nominal GDP, leading to higher 
overall leverage in the economy.

 “Although shadow banking has 
continued to grow, it has done so 
more slowly in recent quarters as 
regulatory measures to rein in the 
sector’s growth appear to be having 
an effect,” says Michael Taylor, 
Moody’s Chief Credit Officer for 
Asia-Pacific.

 “These tighter regulations have also 
prompted a shift in credit activity 
back to the formal banking system, 
and overall credit growth has been 
sustained well above nominal GDP 
growth,” Taylor added.
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 Moody’s also noted that financing 
activities were now shifting to new 
areas like e-financing platforms 
and margin financing in the equity 
market, with the margin finance 
of equity securities in particular 
accelerating in the second half of 
2014 to account for more than 16% 
of daily stock transactions, up from 
an average of 7% in 2013. They 
also noted that this was indirectly 
financed by banks through their 
short-term purchases of loan assets 
from securities firms.

2.7 AML/CFT
 FMC issues guidance on 

implementing provisions of PML 
Act24 

 India, 04 Feb 2015

  The Forward Markets Commission 
(FMC) has issued guidelines for 
exchanges and their members for 
the implementation of Prevention 
of Money Laundering (PML) Act 
provisions. The guidelines, to be 
implemented with immediate effect, 
also outline the steps to be taken to 
prevent money laundering in the 
commodity markets and to combat 
the financing of terrorism.

 SEBI suspends companies evading 
taxes and laundering money in the 
stock market25 

 India, 08 Feb 2015

  SEBI has decided to suspend trading 
in listed companies found using 
stock markets for evading taxes 
and laundering black money. SEBI 
has identified three parameters 
for taking action against such 
companies, and has announced 
that trading would be suspended in 
shares of those entities that satisfy 
more than one of the criteria.     

 “These parameters include these 
companies being non- existent on 
their mentioned address, misuse 

––––––––––––
24 FMC, “Preventing money laundering and combating financing of terrorism in the commodity derivatives market in  
 India.”
25 The New Indian Express, “Sebi to suspend companies evading taxes and laundering money in stock market.”
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26 ACRA, “Enhanced Regulatory Framework for Corporate Service Providers to take effect from 15 May 2015.”
27 MAS, “MAS strengthens regulations against money laundering and terrorist financing.”

of preferential allotment and weak 
fundamentals not supporting price 
rise,” a senior official said.     

 While investigating several such 
cases, SEBI found large share price 
rallies for companies that did not 
exist at their regulatory filing 
addresses, and also the abuse of 
preferential allotments to drive 
up prices of company shares, with 
these shares later sold back to 
the company to generate profits, 
becoming a major route for the 
laundering of illicit funds. 

 ACRA enhances regulatory 
framework for Corporate Service 
Providers (CSPs)26 

 Singapore, 9 April 2015

  ACRA is enhancing the regulatory 
framework for CSPs, in an attempt 
to combat money laundering and 
terrorism financing, to further 
boost Singapore’s reputation as 
an international financial and 
business centre with a robust AML/
CFT regulatory framework. The 
requirements of the newly enhanced 
regulatory framework are in line 
with the recommendations issued by 
FATF, and seek to ensure that CSPs 
that set up companies conduct due 
diligence checks and have systems 
and processes in place to prevent the 
abuse of such companies for criminal 
purposes. The new framework will 
come into effect on 15 May 2015.

 MAS strengthens AML/CFT 
regulations27 

 Singapore, 24 April 2015

  In a move to further align the local 
AML/CFT regulatory framework 
with international best practices, 
MAS has issued revised notices for 
FIs on the Prevention of Money 
Laundering and Countering 
the Financing of Terrorism. In a 
series of wide ranging changes 
from the previous notice, FIs will 
now be required to conduct an 
enterprise-wide risk assessment. 
More elaboration on the steps to 
identify and verify beneficial owners 
for companies, LLPs and trusts 
have also been included, as well 
as clarifications on requirements 
with regards to politically exposed 
persons. 

 MAS has also further increased 
the requirements for customer due 
diligence (CDD), by specifying that 
FIs may only rely on other FIs to 
conduct third-party CDD measures, 
and that they have to maintain 
standards consistent with FATF. 
Also, the threshold for enhanced 
CDD measures for wire transfers 
has been reduced from $2,000 to 
$1,500.
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3.1 OTC Derivatives
 ISDA proposes central counterparty 

recovery and continuity framework28

 Global, 26 Jan 2015 

 ISDA has outlined its proposed 
framework for central counterparty 
(CCP) recovery and continuity, 
following the publication of its 
principles for CCP recovery in 
November 2014, which called for 
greater CCP transparency, and the 
use of standardised stress tests.

 As ISDA recognizes the systemic 
importance of clearing houses, it has 
set out that the recovery of a clearing 
house is preferable to its closure. The 
framework sets out tools that can be 
used to re-establish a matched book 
following the default of one or more 
clearing members.

––––––––––––
28 ISDA, “ISDA proposes central counterparty recovery and continuity framework.”
29 IOSCO, “IOSCO publishes final report on non-centrally cleared OTC derivatives.”
30 MAS, “MAS proposes legislative amendments to strengthen regulation of derivatives trading and the securities  
 market”.  

 IOSCO publishes final risk mitigation 
standards for Non-centrally cleared 
OTC derivatives29

 Madrid, 28 Jan 2015 

 IOSCO has published a set of nine 
standards aimed at mitigating the 
risks arising from non-centrally 
cleared OTC derivatives, taking into 
account the comments received from 
the previous consultation in Sep 
2014. The standards encourage the 
adoption of sound risk mitigation 
techniques to promote legal 
certainty over the terms of non-
centrally cleared OTC derivatives 
transactions, to foster effective 
management of counterparty 
credit risk and to facilitate timely 
resolution of disputes.

 MAS proposes legislative amendments 
to strengthen derivative trading 
regulation30

 Singapore, 11 Feb 2015

 MAS has proposed legislative 
amendments to the Securities and 
Futures Act (SFA) to regulate over-
the-counter (OTC) derivatives 
trading and the securities 
market. The proposed legislative 
amendments will complete the 
expansion of its scope to regulate 
OTC derivatives.  
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 MAS will extend its regulatory 
regime to OTC derivatives trading 
platforms and intermediaries, and 
introduce simplified, principles-
based definitions of securities and 
derivatives. MAS is also proposing 
to transfer regulatory oversight 
of commodity derivatives from 
the Commodity Trading Act 
(CTA), currently administered 
by International Enterprise (IE) 
Singapore, to the SFA. Further 
amendments have been proposed to 
the SFA to allow MAS to strengthen 
Singapore’s securities market in 
relation to transparency in the 
short selling of securities and 
enforcement-related proposals 
to enhance the authorities’ 
powers to take action against 
market misconduct such as the 
dissemination of false or misleading 
information, and increase the 
quantum of civil penalties that may 
be applied so as to increase their 
deterrent effect.

 The consultation closed on 24 Mar 
2015.

 CPMI-IOSCO issue quantitative 
disclosure standards for central 
counterparties31

 Global, 26 Feb 2015

 CPMI -IOSCO have issued public 
quantitative disclosure standards 
for central counterparties (CCPs). 
These standards complement the 
disclosure framework published 
in Dec 2012 to improve the overall 
transparency of financial market 
infrastructures. IOSCO-CPMI-
encourages CCPs to complete this 
minimum set of disclosures as soon 
as practicable, and latest by 1 Jan 
2016.

 CPMI-IOSCO begin review of stress 
testing by CCPs32

 Global, 11 Mar 2015

 CPMI-IOSCO have announced that 
they are undertaking a review of 
stress testing by CCPs given their 
growing systemic importance as 
a result of the drive to centrally 
clear standardised OTC derivatives.  
Stress testing is a requirement of 
the Principles for Financial Market 
Infrastructures (PFMI).

––––––––––––
31 CPMI, “CPMI-IOSCO issue quantitative disclosure standards for central counterparties.”
32 CPMI, “CPMI- IOSCO begins review of stress testing by central counterparties.”
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33 IOSCO, “IOSCO: Asia-Pacific members support stronger regional cooperation.”
34 BIS and IOSCO, “Basel Committee and IOSCO issue revisions to implementation schedule of margin requirements for  
 non-centrally cleared derivatives.”

 IOSCO: Asia-Pacific members support 
stronger regional cooperation33

 Madrid, 23 Mar 2015

 At its meeting in Tokyo on 11 March, 
the IOSCO Asia Pacific Regional 
Committee (APRC) agreed on a 
roadmap to enhance cooperation 
among the region’s securities 
regulators and to make a meaningful 
contribution to the region’s 
development.

 The Roadmap outlines key areas 
for greater cooperation among 
APRC´s 29 members, including: 
(i) strengthening regional cross-
border regulatory cooperation and 
extending training and assistance 
to member jurisdictions; (ii) 
recognizing the role of SMEs in 
driving Asia Pacific’s capital markets, 
collaborating and coordinating 
closely with other regional 
regulatory institutions, government 
bodies and the Financial Stability 
Board; and, (iii) collectively 
addressing the cross border impact 
of European and US financial reform 
initiatives on Asia Pacific.

 Basel Committee and IOSCO issue 
revisions to implementation schedule 
of margin requirements for non-
centrally cleared derivatives34

 Global, 18 Mar 2015

 The Basel Committee and IOSCO 
have published a revised version 
of their September 2013 policy 
framework establishing minimum 
standards for margin requirements 
for non-centrally cleared derivatives. 

 Taking into account the operational 
and legal complexities of 
implementing the final framework, 
the Basel Committee and 
IOSCO have agreed to delay the 
requirement to collect and post 
initial margin by nine months. The 
requirement to exchange variation 
margin will also be delayed by 
nine months, and will be subject 
to a six month phase-in period. 
The Basel Committee and IOSCO 
will continue to monitor progress 
in implementation to ensure 
consistent implementation across 
products, jurisdictions and market 
participants. 
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 ISDA outlines Path Forward for 
Centralized Execution of Swaps35

 Global, 01 Apr 2015

  ISDA has published a set of 
derivatives trading principles 
aimed at promoting regulatory 
consistency in the development and 
application of centralized trading 
rules for derivatives. The execution 
of standardized derivatives on 
electronic exchanges was a key 
objective in the G20 summit of 
2009. However, one of ISDA’s 
main concerns is that market 
fragmentation will continue and 
even broaden as the US, European 
and other regulators fail to 
reconcile their derivative rule sets, 
hence this paper sets out common 
principles to help ensure regulatory 
consistency of centralized trading 
rules, and so facilitate equivalence 
and substituted compliance 
determinations.

3.2 Other updates
 CSRC releases industry standards for 

the securities and futures industry36

 Beijing, 9 Jan 2015 

 The China Securities Regulatory 
Commission (CSRC) has released 
and implemented four industry 
standards for the financial industry, 
namely: the Futures Trading Data 
Exchange Protocol, the Standard for 
Customer Information Management 
of Securities Firms, the Securities 
and Futures Industry Data 
Communication Protocol Application 
Guide, and the Information System 
Audit Standard for Securities and 
Futures Industry.

 The four standards aim to update 
existing standards and set new 
regulations to correspond with the 
development of the securities and 
futures markets, and also optimize 
the flow of data and information 
exchange amongst market 
participants to facilitate business 
innovation and development. They 
also include additional regulations 
for the management of customer 
information, and an audit of 
information systems in securities 
firms, to promote the integrity and 
stability of securities and futures 
firms’ information systems.

––––––––––––
35 ISDA, “ISDA Outlines Path Forward for Centralized Execution of Swaps.” 
36 CSRC, “CSRC releases four industry standards including futures trading data exchange protocol”
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 SEBI asks stock exchanges to review 
and strengthen their market-wide 
circuit breaker mechanism37

 India, 12 Jan 2015 

 The Securities and Exchange Board 
of India (SEBI) has issued a circular 
stating that BSE and NSE shall 
compute their market-wide indexes 
(Sensex and Nifty respectively) after 
every trade in the index constituent 
stocks to check for breaches of 
market-wide circuit breaker limits. 
SEBI further said that in the event of 
such breaches, the stock exchange 
shall immediately stop matching 
of orders and bring about a trading 
halt. Additionally, SEBI has also 
asked that all messages relating to 
market-wide circuit breakers are 
given higher priority than other 
messages. These moves are aimed to 
further strengthen the market circuit 
breaker mechanism.

 China inspects brokerages on margin 
trading38

 Beijing, 29 Jan 2015 

 The CBRC and CSRC are jointly 
conducting an inspection on 46 
brokerages that lend funds to 
investors to trade in stocks, amidst 
concerns regarding irregularities in 
margin trading. This move follows 
an earlier announcement by the 
CSRC on 16 Jan, where 12 brokerage 
firms were punished for violations 
of margin trading rules after a two-
week inspection.

 The inspection is the result of 
a liquidity driven rally that has 
boosted the Shanghai index by more 
than 50 percent in 2014, much of 
it from borrowed money. This has 
given rise to fears by authorities that 
the resulting market volatility could 
hurt retail investors, and also that 
the over-leveraging of the country’s 
share markets could lead to a crash 
that would strain the banking 
system.

––––––––––––
37 SEBI, “Subject: Index based market-wide circuit breaker mechanism.” 
38 Xinhua, “China continues regular inspection on margin trading.”
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 MAS sets out proposals for securities-
based crowdfunding39

 Singapore, 16 Feb 2015

 MAS is proposing measures to 
facilitate crowdfunding to provide 
more access to funding for start-
ups and small and medium 
enterprises, via the offer of securities 
(“securities-based crowdfunding” 
or “SCF”) to accredited and 
institutional investors. In particular, 
MAS proposes to relax certain 
financial requirements for capital 
markets intermediaries that deal 
in securities, which will benefit 
certain intermediaries that operate 
crowdfunding platforms. MAS 
will also clarify the application of 
certain exemptions from prospectus 
requirements under the Securities 
and Futures Act (Cap. 289) (“SFA”) 
for fundraising through SCF.

 The consultation closed on 18 March 
2015.

 IOSCO compares and analyses 
prudential requirements in the 
securities sector40

 Madrid, 24 Feb 2015

 IOSCO has published “A Comparison 
and Analysis of Prudential Standards 
in the Securities Sector”, that seeks 
to make a high level comparative 
analysis of the key capital 
frameworks currently in effect in 
the securities sectors of different 
countries, highlighting similarities, 
differences and gaps among the 
different frameworks. IOSCO then 
seeks to update its 1989 Report on 
Capital Adequacy Standards for 
Securities Firms (Capital Standards 
Report) based on the issues 
identified in this final report. 

 Comparative analysis in the report 
is centered on on the Net Capital 
rule (NCR) approach, in particular 
the US approaches, and the Capital 
Requirements Directive (CRD), 
founded on the Basel Committee 
approach. The report also recognises 
relevant national variations in 
Canada, Hong Kong and Australia.

––––––––––––
39 MAS, “Facilitating Securities-Based Crowdfunding” 
40 IOSCO, “IOSCO compares and analyses prudential requirements in the securities sector.”
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 ISDA Outlines Key Principles for 
Further Improving Regulatory 
Transparency and Derivatives Trade 
Reporting41

 Global, 26 Feb 2015

 ISDA has published a report 
that outlines key principles for 
standardizing, aggregating and 
sharing derivatives trade data 
across borders and action steps for 
stakeholders to align with to improve 
regulatory transparency.

 Although virtually all derivatives 
transactions are reported to trade 
repositories today, major challenges 
remain primarily because of a 
lack of standardization within and 
across jurisdictions in reporting 
requirements. 

 HK SFC seeks comments on Principles 
of Responsible Ownership42

 Hong Kong, 02 Mar 2015

 HKSFC has launched a three-month 
consultation on a proposed set of 
Principles of Responsible Ownership, 
providing guidance to investors 
on how to fulfil their ownership 
responsibilities in relation to their 
investment in a listed company.

 The principles, which are non-
binding and voluntary, operate on a 
“comply-or-explain” basis, meaning 
that  investors are encouraged to 
“sign up” to the principles and either 
disclose how they comply with the 
principles, or else explain why some 
or all of the principles do not, or 
cannot, apply. They provide general 
guidance to retail and individual 
investors on share ownership 
engagement. The consultation closes 
on 02 June 2015.

––––––––––––
41 ISDA, “ISDA Outlines Key Principles for Further Improving Regulatory Transparency and Derivatives Trade Reporting.” 
42 HK SFC, “SFC seeks comments on Principles of Responsible Ownership”



28 Regulatory Reform Review | 

3

Financial Markets

 MAS and CAD to Jointly Investigate 
Market Misconduct Offences43

 Singapore, 17 Mar 2015

 MAS and the Commercial Affairs 
Department (CAD) have announced 
that they will be jointly investigating 
market misconduct offences such 
as insider trading and market 
manipulation under Part XII of the 
Securities and Futures Act (SFA). 
This arrangement will enhance 
the enforcement process as both 
agencies will collaborate from 
the outset, bringing about greater 
efficiency.

 MAS and CAD will now jointly 
investigate all potential market 
misconduct offences from the outset 
and make the decision on whether 
a case is subject to civil penalty 
action or criminal prosecution when 
investigations are concluded.

 SEBI to make voluntary delisting 
easier for companies44

 New Delhi, 24 Mar 2015

 SEBI intends to make voluntary 
delisting easier for companies and 
has announced new norms that will 
reduce the time taken for completing 
the delisting process and provide 
for relaxation on case-to-case basis. 
The changes are meant to increase 
the effectiveness of the existing 
regulatory framework on delisting.

 IOSCO consults on business continuity 
plans for trading venues and 
intermediaries45

 Madrid, 07 Apr 2015

 IOSCO has published two 
consultation papers looking at risk 
management in trading venues 
and market intermediaries, with a 
focus on finding gaps in business 
continuity and recovery planning: 

• Consultation 1 sets out 
recommendations to help 
regulators ensure that trading 
venues can manage a broad range 
of evolving risks effectively. It 
also proposes sound practices 
the venues should consider when 
developing and implementing 
risk mitigation mechanisms and 
business continuity plans 

• Consultation 2 sets out standards 
and sound practices for regulators 
when supervising intermediaries 
but IOSCO suggests it will be 
useful for intermediaries to use in 
their planning as well

––––––––––––
43 MAS, “MAS and CAD to Jointly Investigate Market Misconduct Offences”
44 SEBI, “SEBI (Delisting of Equity Shares)(Amendment) Regulations, 2015.”
45 IOSCO, “IOSCO consults on business continuity plans for trading venues and intermediaries.“ 
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46 CIRC, “保监会审议通过偿二代监管规则”
47  The Economic Times, “IRDA evaluating fresh norms for banks as insurance agents”
48 MAS, “ID 02/15 Stress Testing on Financial Condition of Direct Insurers (Circular)”

China to debut new risk-based insurance 
model46

Beijing, 14 Jan 2015

The China Insurance Regulatory 
Commission has made an official statement 
approving all 17 regulations of the China 
Risk Oriented Solvency System (C-ROSS), 
a second-generation risk-based solvency 
model for Chinese insurers. With the 
approval of the new system, Chinese 
insurers are set to overhaul their insurance 
frameworks, with regards to their policies 
on underwriting, investment and capital 
management.  Insurers will be allowed 
a flexible transitional period to adapt to 
the new solvency system requirements, 
and CIRC regulations and supporting 
standards will be revised to ensure a 
smooth transition between the old and new 
insurance systems. 

IRDA evaluating fresh norms for banks as 
insurance intermediaries47

India, 18 Jan 2015

The Insurance Development and 
Regulatory Authority of India (IRDA) is 
evaluating fresh norms for banks to act as 
insurance intermediaries, following RBI’s 
decision the week before to allow banks to 
act as insurance brokers, set up their own 
subsidiaries and also undertake referral 
services for multiple companies.

Under the new guidelines, banks are 
allowed to act as brokers permitting them 
to sell insurance policies of different 
insurance companies. These guidelines 
will in theory help banks partner with 
multiple insurers and offer better range 
of products that are best suited for the 
customer, ending the one bank-one insurer 
relationship that was previously the norm 
for the industry.

IRDA is also further expected to come out 
with supporting guidelines restricting 
the amount of business one bank can 
source for a single insurer, which would 
be a significant change in the industry as 
over half of Indian insurers’ businesses 
are sourced through their Bancassurance 
partners. However, this change is expected 
to significantly benefit insurers that do not 
have a major bank alliance partner. 

MAS sets out stress testing requirements on 
the financial condition of direct insurers48

Singapore, 29 Jan 2015

MAS has set out stress testing requirements 
for both direct life and general insurers for 
the year ended 31 Dec 2014. 

The four criteria are the incorporation 
of liquidity stress testing requirement for 
direct life and composite insurers only 
(limited to life insurance funds); that target 
financial and capital adequacy positions to 
be maintained or regained after the stress 
should not be set at a level lower than 
that specified in writing by the Authority; 
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50  PRS (PRS Legislative Research). “The Insurance Laws (Amendment) Bill, 2015.” 
51 DLA Piper, “New Thai insurance acts facilitate foreign ownership of insurers.”

that in coming up with the management 
actions, the insurer should consider the 
order in which the management actions are 
applied; and that where material capital 
injection is required from the parent, an 
insurer incorporated in Singapore should 
provide MAS with documentary evidence 
of the deliberations made by the immediate 
parent’s board of directors, on whether the 
parent can support the proposed capital 
injection, especially in view that it may also 
be significantly impacted by similar stresses 
set out in the scenario.

China’s Premier tells insurers to boost capital 
to avoid shadow banking risks49

Beijing, 04 Mar 2015

China’s Premier Li Keqiang has told China’s 
insurance industry to boost capital, as more 
insurers turn to shadow banking assets to 
boost profits amidst sliding bond yields. 
According to watchdog data, trust product 
holdings for the insurance industry rose 
95 percent in the first half of 2014, similar 
to the opaque investments that led to the 
near collapse of American International 
Group Inc during the global financial crisis. 
Li’s push to increase capital buffers mirrors 
similar measures at banks to comply with 
Basel III standards, as part of efforts to 
reduce global systemic risks after the 2008 
crisis.

India raises foreign insurance ownership 
limit50

New Delhi, 12 Mar 2015

India’s parliament has passed a long-
delayed bill allowing foreign investors to 
increase their stakes in local insurers from 
26 percent to 49 percent, the first major 
victory for the Modi parliament as part of 
his efforts to bring about economic reform 
in the world’s third largest economy.

The bill is estimated to bring in investments 
of around US$3.2 billion over the next few 
years into the insurance sector, although 
majority ownership will still remain with 
domestic insurance firms. Overall, the 
move has been welcomed by local industry 
players, with some already announcing that 
they will be diluting their stakes in favour 
of their foreign joint venture partners. 
Indian insurance firms with joint ventures 
like Max India and Reliance Capital are 
expected to be the biggest beneficiaries.  

Thailand amends insurance acts to facilitate 
foreign ownership by insurers51

Bangkok, 06 Mar 2015

Thailand has issued the third amendments 
to their Life and Non-Life Insurance Acts. 
The new provisions make it significantly 
easier for majority or total foreign 
ownership of insurers to be granted, and 
also regulate how an insurer’s affairs are 
handled after its licence is revoked, and 
how creditors’ rights and the Insurance 
Funds interact with that event.
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EIOPA publishes the Final Reports on full 
equivalence assessments of Bermuda, Japan 
and Switzerland52

Europe, 11 Mar 2015 

EIOPA has advised the European 
Commission that Bermuda, Japan and 
Switzerland should be awarded Solvency 
II equivalence. The final reports released 
on 11 March for each country will allow 
the European Commission to make a fully 
informed decision later this year as to 
whether the solvency regimes of each of 
these countries should be recognised as 
equivalent with Solvency II.

China announces plans for first deposit 
insurance as part of bank industry 
liberalization53

Beijing, 31 Mar 2015

The People’s Bank of China has announced 
that it will roll out China’s first deposit 
insurance on 1 May 2015, as part of steps 
to make the state-owned banking industry 
more flexible and competitive. Deposits 
up to 500,000 yuan will be insured but 
depositors of branches of foreign banks are 
excluded.

China relaxes overseas investment rules for 
insurance funds54

Beijing, 31 Mar 2015

CIRC has relaxed overseas investment rules 
for domestic insurance funds to allow them 
to invest beyond Hong Kong. Insurance 
funds will also be allowed to buy bonds 
with credit rating of BBB- and above, 
compared to BBB previously.

Singapore consumers now able to compare 
life insurance products online and buy them 
without commissions55

Singapore, 31 Mar 2015

As of 7 April, consumers are now able 
to compare the premiums and features 
of similar life insurance products across 
insurers at a glance using a new web portal 
called compareFIRST (www.comparefirst.
sg). Life insurance companies will also 
start selling direct purchase insurance on 
7 April. These are simple life insurance 
products sold without commissions and 
financial advice. 

––––––––––––
52 EIOPA, “EIOPA publishes the Final Reports on full equivalence assessments of Bermuda, Japan and Switzerland.”
53  PBC, “Deposit Insurance Act (State Council Decree No. 660).”
54 CIRC, “中国保监会关于调整保险资金境外投资有关政策的通知”
55  MAS, “Consumers Can Now Compare Life Insurance Products Online and Buy Them Without Commissions”.
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China opens selected ETFs to “T+0” trading56

Beijing, 9 Jan 2015

The China Securities Regulatory 
Commission (CSRC) has approved trials 
of same-day “T+0” trading and options 
trading on certain exchange-traded funds 
(ETFs), a move that is seen to further 
diversify the Chinese financial markets, 
given that only “T+1” trading has been 
allowed since 1995. The previous “T+1” 
trading measures were put in place after 
massive speculation by Chinese retail 
investors. The new move gives investors 
more protection, as they will be able to 
immediately exit losing positions and use 
options to hedge their investments, as 
opposed to the previous measure where 
retail investors would be locked in place.  

According to the Shanghai Stock Exchange 
website, bond-based, money market, 
gold-related and ETFs that cross Shanghai 
and overseas markets will use the “T+0” 
system. The Shanghai Stock Exchange has 
also started trial trading in options for the 
first time, with the trading of the SSE50 
ETF on 9 Feb 2015. 

––––––––––––
56 Reuters, “UPDATE 2-China says to open some ETFs to ‘T+0’ same-day trading, try options.”
57 HK SFC, “SFC unveils report on asset management”

HK SFC releases report on the asset 
management industry57

Hong Kong, 21 Jan 2015

HK SFC has released the second report of 
its risk-focused industry meeting series, 
Asset Management: Looking Forward. 
Some of the key themes from the report are 
the rapid growth in indexing and low cost 
products, in an environment where yields 
are difficult and investors are increasingly 
attracted to passive management products 
as management fees are lower.  It was 
also noted that distribution is continuing 
to move online, as more online based 
platforms for trading give investors the 
ability to do online-based trades. 

Key updates from a regulatory perspective 
are the increased automation of 
monitoring for market misconduct and 
communications surveillance, especially 
for larger asset managers. The increasingly 
complicated and globalised regulatory 
environment has also led to calls from asset 
managers for greater cooperation amongst 
global securities regulators, as it is difficult 
and costly to track regulatory requirements 
in other jurisdictions with a global reach. 
Greater regulatory harmonisation would 
eventually reduce the cost of compliance to 
investors.
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Amendments to HK SFC Code on Unit Trust 
and Mutual Funds take effect58

Hong Kong, 30 Jan 2015

HK SFC has announced amendments to 
the Code on Unit Trusts and Mutual Funds. 
The amendments were made to give 
public funds greater flexibility in making 
public their offer and redemption prices, 
net asset values and notices of dealing 
suspension. An updated FAQ and circular 
are also available on the SFC website 
as further guidance to the industry on 
implementation of the proposals.

MAS Proposes Guidelines to use plain English 
in Prospectuses59

Singapore, 05 Feb 2015

MAS has issued guidelines on good drafting 
practices for prospectuses, which aim to 
encourage the use of plain English and the 
presentation of prospectus information in a 
clear, concise and logical manner. 

MAS also further issued a response to 
feedback received on its consultation to 
improve the readability of prospectuses, 
and to help investors better understand 
key information presented in prospectuses. 
The proposals include: (i) extending the 
requirement for a product highlights 
sheet to offers of debt securities, hybrid 
instruments and equity securities; 
(ii) allowing information outside the 
prospectus to be incorporated by reference; 
and (iii) developing a regulatory guide 
to encourage good drafting practices for 
prospectuses.

The consultation closed on 13 Mar 2015.

Thailand’s SEC relaxes fund investment 
rules60

Bangkok, 19 Feb 2015

Thailand’s Securities and Exchange 
Commission (SEC) has relaxed regulation 
on mutual funds, allowing investment in 
derivatives and structured notes (SN) in 
line with international standards.

The revisions include expanding the pool 
of underlying assets of derivatives and 
SN to cover all investible assets, as well as 
revising the definition of SN and underlying 
assets to comply with international 
standards. The pre-approval requirement 
for investment in SN will be removed.

Funds investing in complex derivatives and 
SN will also be required to employ a Value-
at-Risk (VaR) approach in determining 
global exposure to better reflect market 
risk. Also, funds will be required to run 
stress tests and back testing, and disclose 
information on VaR in their prospectuses or 
annual reports.  

Vorapol Socatiyanurak, SEC Secretary-
General  said: “The above revisions will 
support the fund’s investment strategy in 
derivatives and SN, which will not only 
widen investment channels for the funds, 
but also provide investors with greater 
investment choices. The SEC views that 
regulatory development will boost the 
competitive edge of Thai capital market 
and the industry, responsive to global 
changes and connectivity.”

––––––––––––
58 HK SFC, “Amendments to Code on Unit Trusts and Mutual Funds take effect”
59 MAS, “MAS proposes guidelines to use plain English in prospectuses”. 
60 SEC, “SEC lifts up fund investment rules in line with international practices.”
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Singapore and other APEC economies consult 
on proposed rules for Asia region funds61

Singapore, 27 Feb 2015

Singapore, Australia, Korea, New Zealand, 
Philippines and Thailand (the Working 
Group) released a joint consultation 
paper on the proposed rules governing 
the operation of the Asia Region Funds 
Passport (ARFP). The Working Group also 
issued its responses to feedback on a public 
consultation published on 16 April 2014, 
on the same subject.

The proposed rules cover areas such as 
the eligibility and operational criteria for 
passport fund managers and passport 
funds, as well as the authorisation process 
for passport funds. The rules also set out 
common standards and expectations 
amongst regulators from passport member 
economies on the supervision of passport 
funds, including the protection of investor 
interests. When implemented, the ARFP 
will allow fund managers operating in a 
passport member economy to offer their 
funds in other passport member economies 
under a streamlined authorisation process.

The consultation closed 10 April 2015.

Facilitating cross-border capital raising in 
ASEAN62

Singapore, 03 Mar 2015

MAS and the Singapore Exchange (SGX) 
have jointly signed a Memorandum of 
Understanding (MOU) with the Securities 
Commission Malaysia and the Securities 
and Exchange Commission, Thailand to 
establish a Streamlined Review Framework 
for the ASEAN Common Prospectus. The 
Framework, which is an initiative under 
the ASEAN Capital Market Forum (ACMF) 
Implementation Plan endorsed by the 
ASEAN Finance Ministers, will facilitate 
cross-border offerings of Equity Securities 
and Plain Debt Securities in ASEAN. 

Under the Framework, the review process 
for a multi-jurisdiction offering of Equity 
Securities or Plain Debt Securities will be 
streamlined, as long as the Prospectus is 
prepared in accordance with the ASEAN 
Disclosure Standards. The Framework 
requires both Home and Host Authorities   
to complete the review process at the same 
time, within three to four months from 
the date of submission. This will enhance 
market efficiency as the time taken for 
the issuer to obtain approval to offer its 
securities in multiple jurisdictions would be 
shortened, providing more certainty to the 
issuer in terms of the time-to-market.

The signatories to the MOU target to 
implement the Framework by the third 
quarter of 2015. They will jointly issue 
a handbook to provide guidance on the 
various administrative and procedural 
matters including the criteria for issuers, 
the application procedures and the review 
timeline.

––––––––––––
61 MAS, “Singapore and other APEC economies consult on proposed rules for Asia region funds passport”.  
62 MAS, “Facilitating cross-border capital raising in ASEAN”
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8. Glossary
ABS  Association of Banks in Singapore
ACGA  Asian Corporate Governance Association
ACGS  ASEAN Corporate Governance Scorecard
ADI Authorised deposit-taking Institutions
AEOI  Automatic Exchange of Information
AI  Authorised Institutions
AIFMD  Alternative Investment Fund Manager’s Directive
AML  Anti-Money Laundering
AML/CTF  Anti-Money Laundering/Counter-Terrorism Financing
ASIC  Australian Securities and Investments Commission
ASX  Australian Stock Exchange
ATS  Alternative Trading Systems
BCBS  Basel Committee on Banking Supervision
BIR  Bureau of Internal Revenue 
BIS  Bank for International Settlements
BNM  Bank Negara Malaysia
BSP  Bangko Sentral ng Pilipinas 
CCP  Central Clearing Party
CDD  Customer Due Diligence
CET 1  Common Equity Tier 1
CIS  Collective Investment Schemes
CMDTF  Capital Markets Development Taskforce
CPSS  Committee on Payment and Settlement Systems
CRDIV  Capital Requirements Directive IV
CROs  Chief Risk Officers
CVA  Credit Valuation Adjustment
DDP  Designated Depository Participants 
DIM  Dim Sum Bonds
DNC  Do Not Call
EBA  European Banking Authority
EC  European Commission
EDP  Excessive Deficit Procedure
EIBOR  Emirates Interbank Offered Rate
EMC  Emerging Markets Committee 
EMIR  European Market Infrastructure Regulation
EOI  Exchange of Tax Information
ESMA  European Securities and Markets Authority
EU  European Union
FA  Financial Advisor
FAIR  Financial Advisory Industry Review
FATCA  Foreign Account Tax Compliance Act
FATF  Financial Action Task Force
FBOs  Foreign Banking Organizations
FCA  Financial Conduct Authority
FDI  Foreign Direct Investment
FDIC  Federal Deposit Insurance Corporation
FII  Foreign Institutional Investor 
FinCen  Financial Crimes Enforcement Network
FINRA  Financial Industry Regulatory Authority
FIs  Financial Institutions
FMA  Financial Markets Authority
FMCB  Financial Markets Conduct Bill
FMIs  Financial Market Infrastructures
FPC  Financial Policy Committee
FPI  Foreign Portfolio Investor 
FSA  Financial Services Authority
FSB  Financial Stability Board
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FSTB  Financial Services and Treasury Bureau
FTT  Foreign Transaction Tax
GSEs  Government-Sponsored Enterprise
HFT  High Frequency Trades
HMRC  HM Revenue & Customs
HQA  High Quality Assests
ICBC  Industrial and Commercial Bank of China
ICD  Institute of Corporate Directors 
IIF  Institute of International Finance
IDB  Inter-Dealer Broker
IFSB  Islamic Financial Services Board
IGA  Inter-Governmental Agreements
IMF  International Monetary Fund
IOSCO  International Organization of Securities Commissions
IRS  Internal Revenue Service
IRDA  Insurance Regulatory and Development Authority
ISDA  International Swaps and Derivatives Association
ITS Implementing Technical Standards
JFSA  Japan Financial Services Authority
KRX  Korea Exchange
KYC  Know Your Customer
LCR  Liquidity Coverage Ratio
LDP  Low-Default Portfolios
LFTR  Licensed Foreign Trade Repository 
LIBOR  London Interbank Offered Rate
LTR  Licensed Trade Repository 
MAS  Monetary Authority of Singapore
MiFID II/ MiFIR  Markets in Financial Instrument Directive
MMF  Money Market Funds
MOU  Memorandum of Understanding
NAV  Net Asset Value
NFC  Non-Financial Company
NFFE  National Federation of Federal Employees
NFSP  Non-Financial specified person
NOFHC  Non-Operative Financial Holding Company
OECD  Organisation for Economic Co-operation and Development
OFT  Office of Fair Trading
OTC  Over-the-Counter
OTF  Organised Trading Facility 
PBC  People’s Bank of China
PDPA  Personal Data Protection Act
PDPC  Personal Data Protection Commission
PEPs  Politically Exposed Persons
PLC  Public Listed Company 
POS Point of Sale
PRA  Prudential Regulatory Authority
QFI  Qualified Foreign Investor 
RBI  Reserve Bank of India
RFMC  Regime for Fund Management Companies
RMB  Renminbi
RWAs Risk Weighted Assets
SEBI  Securities and Exchange Board of India
SEC  Securities and Exchange Commission
SEHK Hong Kong Exchanges and Clearing Limited
SFC  Securities & Futures Commission of Hong Kong
SFTs  Securities Financing Transactions
SGX  Singapore Stock Exchange
SIDD  Separately Identifiable Department or Division
TRC  Tax Residency Certificate
TRM  Technology Risk Management 
UK  United Kingdom
UN  United Nations
US  United States
WFE  World Federation Exchange
WMS  Wealth Management Services
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