
ASIA PACIFIC REGULATORY DEVELOPMENTS NEWSLETTER  
VOLUME 1, 2021 

  

  

ASIA PACIFIC 
REGULATORY 
DEVELOPMENTS 
NEWSLETTER 
Volume 1, 2021 



ASIA PACIFIC REGULATORY DEVELOPMENTS NEWSLETTER  
VOLUME 1, 2021 

2 

 CONTENTS 
 

Regulatory Outlook .................................................................................................................................................................................... 3 

1. Asia Pacific Change ..................................................................................................................................................................... 4 

I. Australian Prudential Regulation Authority Superannuation Data Transformation ........................................... 4 

II. Portfolio Holdings Disclosure ................................................................................................................................................. 5 

III. Your Future, Your Super ............................................................................................................................................................ 5 

IV. Australian Prudential Regulation Authority Insurance in Superannuation............................................................. 6 

V. Australian Securities and Investments Commision Design and Distribution ........................................................ 7 

VI. Australian Securities and Investments Commision Derivative Transaction Rules ............................................... 8 

VII. China Stock Connect to Include Star Market Stocks ....................................................................................................... 8 

VIII. ASIFMA: Foreign Institutional Investment in China Various Access Channels ....................................................... 9 

IX. Hong Kong Consultation on Proposed Customer Due Diligence for Open-Ended Fund Companies ........ 9 

X. Hong Kong Cross Agency Steering Group Launches Strategic Plan to Support a Greener and more 
Sustainable Future ....................................................................................................................................................................... 9 

XI. Hong Kong Consultation on Legislative Proposals to Enhance Anti-Money Laundering and Counter 
Terrorist Financing Regulation ............................................................................................................................................. 10 

XII. Monetary Authority of Singapore Environmental Risk Management for Asset Managers .............................. 11 

XIII. Monetary Authority of Singapore Guidelines for Variable Capital Companies on Notice VCC-N01 for the 
Prevention of Money Laundering and Countering the Financing of Terrorism ................................................. 12 

XIV. Monetary Authority of Singapore Enforcement Action Report ................................................................................ 12 

2. Global Change Impacting All ................................................................................................................................................. 13 

I. Transition Away from Interbank Offered Rates .............................................................................................................. 13 

II. The Central Securities Depositories Regulation ............................................................................................................. 15 

 

 

 

 

This newsletter outlines Northern Trust’s thoughts about recent regulatory changes, and how they might affect your 

programmes. It summarises recent developments impacting the financial industry and how Northern Trust will support 

clients through this period. For more information, contact your Northern Trust representative or visit 

northerntrust.com.
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REGULATORY OUTLOOK 
UPDATE ON THE REGULATORY LANDSCAPE 

Regulators in the region continue to focus on the response to the COVID-19 
pandemic as most countries have entered a second wave, some a third. To 
support this, measures on resiliency and stability continue to be introduced. 
Medium and longer term regulatory priorities are being reviewed and the 
balance between supervision and recovery will no doubt become a topic of 
discussion over the coming months. However regulators will continue to focus 
on governance, management, conduct and oversight frameworks as an 
increased focus on culture and accountability remains.  

Regulators’ attention on emerging risks, including sustainability risk measures, 
continues with developments introduced across the region continuing to take 
pace. Taxonomies and disclosures as measures to reduce greenwashing are at 
the forefront while ensuring sustainability is considered in investment decision 
making or provision of financial advice. In a trend similar to Europe, climate 
stress testing is being introduced, with the Hong Kong Monetary Authority 
inviting authorised institutions to participate in a climate risk stress test to be 
undertaken in 2021. 

Financial crime remains a hot topic and developments in the Anti-Money 
Laundering (AML) and Combatting the Finance of Terrorism (CFT) regulatory 
space continue to be in the spotlight with a renewed focus on the risks 
applicable to crypto assets continuing to emerge. The acceleration of the 
digital agenda cannot be ignored and we are seeing a response from regulators 
in the region not just focusing on AML/CFT but also looking at overall digital 
operational resilience.  

Whether change is initiated locally or not, the extent of regulation that must be 
adhered to continues to require vigilant monitoring. Northern Trust dedicates 
significant time to tracking and analysing the implications of regulatory 
change. If you would like to discuss any of the topics in more detail please 
contact your Northern Trust representative. 
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Head of Products, 
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1. ASIA PACIFIC CHANGE 
I. AUSTRALIAN PRUDENTIAL REGULATION AUTHORITY 

SUPERANNUATION DATA TRANSFORMATION 

In November 2019, Australian Prudential Regulation Authority (APRA) announced its 
intention to commence a data transformation project aimed at improving the breadth, 
depth and quality of the superannuation data collection process. The aim is to improve 
the comparability and consistency of reported data. 

Due to its complexity and vastness, APRA is adopting a consultation approach split into 
three phases. Each phase will involve the release of multiple topic papers, each covering 
a different aspect of the consultation. 

• Phase 1 (Breadth) will address the most urgent gaps in APRA’s data collection, 
particularly for choice products and investment options 

• Phase 2 (Depth) will increase the granularity of the entire collection, taking 
advantage of APRA’s new Data Collection Solution and enhanced data analytic 
capabilities 

• Phase 3 (Quality) will assess the quality and consistency of the additional data 
reported during Phases 1 and 2, and review and address any implementation 
issues 

 

APRA has previously released three Phase 1 papers on structure and profile, 
performance and member accounts with submissions on the last two closing at the end 
of March 2020. 

UPDATE 

The consultation period in relation to the final group of papers ended in November 
2020. Amongst the challenges faced by industry participants that have been raised for 
additional consideration by the regulator are around focus on the increased volume and 
granularity of data elements, and the implementation timeframe.  

The submissions are now with APRA for further response. At this stage there is no change 
to the proposed commencement date, being for reporting periods ending on or after 
30 June 2021. 

  

Northern Trust Actions 

Northern Trust is actively 
involved in discussions 
with ACSA in the attempt to 
ensure that changes to 
reporting requirements are 
introduced in a measured 
fashion. We are currently 
working with clients to 
ensure that our reporting 
suite evolves to meet the 
revised requirements. 
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II. PORTFOLIO HOLDINGS DISCLOSURE 

The Portfolio Holdings Disclosure (PHD) requirements will apply to most 
superannuation trustees, who will need to provide information about fund holdings on 
the fund website. However, Australian Securities and Investments Commission (ASIC) 
has not yet finalised its related regulatory guidance and in its absence, superannuation 
trustees would be required to comply with the legislation subject to their own 
interpretation. 

UPDATE  

Before the relief to disclose expire at the end of December 2020, ASIC announced a 
twelve-month deferral to the commencement date by amending the first reporting 
date to 31 December 2021. It was highlighted that this was due to regulations in 
support of the legislation not having been finalised. 

Subject to when the regulations are made, ASIC has reserved the right to shorten the 
relief period. In doing so, it has acknowledged the need to allow sufficient time for 
industry participants to implement the necessary changes. 

A further amendment was made to the disclosure requirements as part of the Your 
Future, Your Super (YFYS) legislation that was introduced to parliament on 17 February 
2021. This change repealed the exemption previously in place that permitted trustees 
to exclude up to 5% of an options holdings from disclosure on the basis that they were 
either commercially sensitive, or would not be in the members’ best interest to do so. 

The change was made as part of the YFYS aim to “increase accountability and 
transparency” and more closely align Australian requirements with those in place 
globally. 

 

III. YOUR FUTURE, YOUR SUPER 

The Your Future, Your Super package of reforms were announced by the Australian 
Federal Government as part of the Budget, with the aim of reducing the number of 
underperforming superannuation funds and in lowering the costs to members. 

Draft material was released in November 2020 with a consultation period which ran 
until 24 December. Changes are expected to come into effect on 1 July 2021 for 
MySuper products and 1 July 2022 for various other products. These seek to address 
some of the recommendations from the Productivity Commission review and the Royal 
Commission into Misconduct in the Banking, Superannuation and Financial Services 
Industry. 

  

Northern Trust Actions 

Northern Trust is actively 
supporting clients with 
reporting obligations as 
they evolve via the 
provision of a standard 
reporting solution to 
further facilitate 
customisation based on 
individual client needs. 
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The focus of measures centre around four key elements: 

• Your superannuation follows you. Through the ‘stapling’ of employees to a single 
superannuation account, the aim is to reduce the number of accounts and costs 
incurred by members 

• Empowering members. The development of a new online YourSuper 
comparison tool will enable employees to compare and select their own MySuper 
product by facilitating the comparison of fund performance and fees 

• Holding funds accountable for underperformance. APRA will be tasked with 
imposing an annual performance test on funds. Upon the failure of consecutive 
tests, underperforming funds will be prevented from accepting new members 
until a further annual test highlights that the issue has been addressed. Funds 
whose products fail the benchmarking tests will be required to disclose this fact 
to members 

• Increased accountability and transparency. Additional measures will be 
introduced to ensure that trustees are acting in the best interest of fund members 
and are able to demonstrate this 

 

Whilst the intentions of the measures can be viewed as positive, industry feedback has 
been mixed, with concerns having been raised as to the potential implications of the 
several of the proposed changes.  

These include the risk that the focus on recent performance in the comparison tool may 
oversimplify the decision to pick a super fund specific to members’ individual 
circumstances, particularly in the absence of the impact of administration fees. 

In addition, it has been highlighted that there is the possibility of a reduction in 
portfolio diversification and increase volatility which may arise as a result of the move 
to a comparison against a passive benchmark. 

 

IV. AUSTRALIAN PRUDENTIAL REGULATION 
AUTHORITY INSURANCE IN SUPERANNUATION 

During January 2021, APRA announced a second round of consultation focusing on 
revisions to SPS 250 Insurance in Superannuation. This follows industry feedback on 
the initial draft released in November 2019. 

The main changes made centred on two recommendations raised in the Royal 
Commission into Misconduct in the Banking, Superannuation and Financial Services 
Industry. These are in relation to related party insurance arrangements and in ensuring 
that the rules for status attribution for a beneficiary are fair and reasonable. 

The consultation period closed on 5 March 2021 ahead of a proposed commencement 
on 1 January 2022. 
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V. AUSTRALIAN SECURITIES AND INVESTMENTS 
COMMISION DESIGN AND DISTRIBUTION  

The Design and Distribution Obligations (DDO) regime introduces obligations for 
product issuers and distributors in relation to financial products. The obligations 
require issuers and distributors of financial products to have an adequate product 
governance framework in place. This is to ensure that financial products are targeted 
at the right market and that products are designed and distributed with a in a manner 
that improves customer outcomes. Products captured under DDO are mainly those 
that necessitate disclosure to investors and require a Product Disclosure Statement. 
DDO is the Australian response to the international regulatory development and has 
overlaps with MiFID II. However, compliance with MiFID II does not guarantee DDO 
compliance, as there are some areas where each regime is more extensive and 
prescriptive than the other. 

Broadly, an issuer of a financial product under the DDO regime is a person who must 
prepare a prospectus. The DDO is effective 5 October 2021. 

The design obligations applicable to issuers include: 

• Make a ‘target market determination’ for each product the regime covers 

• Take reasonable steps to ensure the product is distributed to the target market 

• Notify ASIC of ‘significant dealings’ outside of the target market 

• Review the determination regularly and maintain records 

 

In general, a distributor is a person who engages in ‘retail product distribution conduct’. 
This can include giving a prospectus to a retail client, providing financial product 
advice for a retail client. The requirements for a distributor include: 

• Do not engage in retail product distribution conduct unless reasonable enquiries 
have been made to believe that a determination has been made for the product 
(or is not required at all) 

• Take reasonable steps that will result in the retail distribution conduct being 
consistent with the determination 

• Notify the issuer of ‘significant dealings’ that are inconsistent with the 
determination and maintain records 
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VI. AUSTRALIAN SECURITIES AND INVESTMENTS 
COMMISION DERIVATIVE TRANSACTION RULES 

On 27 November 2020 ASIC issued a first consultation paper on proposed changes to 
simplify the ASIC Derivative Transaction Rules (Reporting) (CP334). The paper outlines 
changes focused on implementing internationally harmonised reporting requirements 
as well as aims to ensure reporting rules are current, consolidated and fit for purpose. 
The consultation runs until 1 March 2021.  

On 27 January 2021 ASIC drew attention to the European Securities and Markets 
Authority (ESMA) final report on derivative transaction reporting rule changes and the 
changes or final options adopted under use of data standards for Unique Trade 
Identifiers and Legal Entity Identifiers under EMIR Refit. Given intent to align with the 
rules of other jurisdictions as far as possible, ASIC notes it will consider adopting such 
changes in the next proposed rules for consultation. 

 

VII. CHINA STOCK CONNECT TO INCLUDE STAR 
MARKET STOCKS 

On 22 January 2021, the Hong Kong Exchanges and Clearing Limited (HKEX) 
announced the inclusion of eligible A-shares listed on the Shanghai Stock Exchange’s 
(SSE) Sci-Tech Innovation Board (STAR Market) into Stock Connect, effective from 
Monday, 1 February 2021. 

As previously agreed by HKEX, SSE and Shenzhen Stock Exchange (SZSE), STAR 
Market-listed shares that are constituent stocks of the SSE 180 Index and SSE 380 Index, 
or have corresponding H-shares listed in Hong Kong for A+H companies, will be 
eligible for Northbound trading under Shanghai-Hong Kong Stock Connect following 
the existing inclusion arrangements. Their corresponding H-shares will be included in 
Southbound trading of Stock Connect when the Northbound arrangements take effect. 

Given the STAR Market’s special investor eligibility requirements, STAR Market-listed 
shares will only be accessible via Northbound Stock Connect trading by institutional 
professional investors, as defined under the Rules of Exchange Rate.  

Separately, A+H companies with A-shares listed on SZSE, their corresponding H-shares 
will also be tradable through Southbound trading of Shanghai-Hong Kong Stock 
Connect starting 1 February 2021. 

The three exchanges will continue to work closely to further enhance the Stock Connect 
programme to benefit Mainland China, Hong Kong, and international investors. 

 

  

https://www.hkex.com.hk/News/News-Release/2021/210122news?sc_lang=en
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VIII. ASIFMA: FOREIGN INSTITUTIONAL INVESTMENT IN 
CHINA VARIOUS ACCESS CHANNELS 

On 21 January 2021, Asia Securities Industry & Financial Markets Association (ASIFMA) 
issued a paper on foreign institutional investment. The paper looks at a comparison of 
the various investment channels for foreign institutional investors investing in China’s 
capital markets. 

 

IX. HONG KONG CONSULTATION ON PROPOSED 
CUSTOMER DUE DILIGENCE FOR OPEN-ENDED 
FUND COMPANIES  

On 23 December 2020, the Securities and Futures Commission (“SFC”) released 
consultation conclusions on proposed customer due diligence requirements for open-
ended fund companies (OFCs).1 

The SFC will implement the proposal to require OFCs to appoint a responsible person 
to carry out AML/CFT functions, in line with the Financial Action Task Force’s principles 
and requirements as well as to better align the AML/CFT requirements for different 
investment vehicles for funds in Hong Kong. 

Upon the completion of the legislative process, the new requirements will come into 
effect after a six-month transition period. 

 

X. HONG KONG CROSS AGENCY STEERING GROUP 
LAUNCHES STRATEGIC PLAN TO SUPPORT A 
GREENER AND MORE SUSTAINABLE FUTURE  

The Green and Sustainable Finance Cross-Agency Steering Group (Steering Group) 
announced on 17 December 2020 its green and sustainable finance strategy for Hong 
Kong and five key action points. 

The Steering Group acknowledges that climate change is a global issue which requires 
a global solution. In addition, other environmental, social and governance factors may 
also impact businesses. Since its establishment, the Steering Group has been stepping-
up its ongoing effort to coordinate these issues in the financial sector across different 
agencies in Hong Kong, while supporting international initiatives and alignment. We 
welcome the announcement that Hong Kong will strive for carbon neutrality before 
2050, and stand ready to support the strategies and measures that will come out of the 
updating of the Hong Kong’s Climate Action Plan in mid-2021. 

 

 

 

 
 

1https://apps.sfc.hk/edistributionWeb/api/consultation/conclusion?lang=EN&refNo=20CP3  

https://www.asifma.org/wp-content/uploads/2021/01/accessing-chinas-capital-markets-20-january-2021.pdf
https://apps.sfc.hk/edistributionWeb/api/consultation/conclusion?lang=EN&refNo=20CP3
https://www.hkma.gov.hk/eng/news-and-media/press-releases/2020/12/20201217-4/
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To enhance transparency on the way forward for Hong Kong, the Steering Group has 
developed a Strategic Plan, which sets out six key focus areas for strengthening Hong 
Kong’s financial ecosystem to support a greener and more sustainable future in the 
longer term. These are: 

1. strengthening climate-related financial risk management; 

2. promoting the flow of climate-related information at all levels to facilitate risk 
management, capital allocation and investor protection; 

3. enhancing capacity building for the financial services industry and raising 
public awareness; 

4. encouraging innovation and exploring initiatives to facilitate capital flows 
towards green and sustainable causes; 

5. capitalising on Mainland opportunities to develop Hong Kong into a green 
finance centre in the Guangdong-Hong Kong-Macao Greater Bay Area; and 

6. strengthening regional and international collaboration 

 

On 29 October 2020, SFC published a consultation on proposed requirements for fund 
managers to take climate-related risks into consideration in their investment and risk 
management processes and make appropriate disclosures to meet investors’ growing 
demands for climate risk information and combat greenwashing. 

 

XI. HONG KONG CONSULTATION ON LEGISLATIVE 
PROPOSALS TO ENHANCE ANTI-MONEY 
LAUNDERING AND COUNTER TERRORIST 
FINANCING REGULATION  

On 3 November 2020, the Financial Services and the Treasury Bureau (FSTB) issued a 
consultation on its legislative proposals to enhance the anti-money laundering and 
counter-terrorist financing regulation in Hong Kong. Proposals in the consultation 
paper include introducing: 

• A licensing regime for virtual asset service providers 

• A registration regime for dealers in precious metals and stones 

• Miscellaneous technical amendments under the AML/CFT regime 

 

The Hong Kong Securities and Futures Commission also issued a circular that shared 
key observation identified from their routine and thematic inspections of AML/CFT 
controls, policies and procedures carried out in 2019 and 2020. 

 

  

https://www.hkma.gov.hk/media/eng/doc/key-information/guidelines-and-circular/2020/20201204e1.pdf
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XII. MONETARY AUTHORITY OF SINGAPORE 
ENVIRONMENTAL RISK MANAGEMENT FOR ASSET 
MANAGERS 

On 8 December 2020, Monetary Authority of Singapore (MAS) published guidelines to 
enhance the sector’s resilience to and management of environmental risk. These 
guidelines set out MAS’ expectations on environmental risk management for all fund 
management companies and real estate investment trust managers. The guidelines 
cover: 

• Governance and strategy 

• Research and portfolio construction 

• Portfolio risk management 

• Stewardship 

• Disclosure of environmental risk information 

 

The guidelines aim to enhance the resilience of funds and segregated mandates 
(collectively, funds/mandates) that are managed by asset managers, by setting out 
sound environmental risk management practices that asset managers can adopt. 

The Response clarifies that the guidelines convey MAS’ expectations of asset managers 
in the area of environmental risk management, are not issued on a “comply or explain” 
basis and that asset managers are expected to implement the Guidelines in a risk 
proportionate manner. 

Further on 28 January 2021 the Green Finance Industry Taskforce (GFIT) convened by 
the MAS published its proposed taxonomy for Singapore based financial institutions 
to identify activities that can be considered green or are transitioning towards green. 

The consultation seeks feedback on GFIT’s recommendations on the environmental 
objectives, focus sectors, and introduces a traffic light system which sets out how 
activities can be classified as green, yellow or red according to their level of alignment 
with environmental objectives. The consultation is open for comments until 11th March 
2021. 

GFIT has also launched a handbook that offers guidance to banks, insurers and asset 
managers on best practice in environmental risk management to support the 
implementation of the Guidelines on Environmental Risk Management published in 
December. 

 

  

https://www.mas.gov.sg/regulation/guidelines/guidelines-on-environmental-risk-management-for-asset-managers
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XIII. MONETARY AUTHORITY OF SINGAPORE 
GUIDELINES FOR VARIABLE CAPITAL COMPANIES 
ON NOTICE VCC-N01 FOR THE PREVENTION OF 
MONEY LAUNDERING AND COUNTERING THE 
FINANCING OF TERRORISM 

On 4 December 2020, MAS published guideline to Notice VCC-N01 on “Prevention of 
Money Laundering and Countering the Financing of Terrorism – Variable Capital 
Companies” (“Guidelines”). The Guidelines set out MAS’ supervisory expectations and 
address the relationship and responsibilities of the variable capital company (“VCC”) 
and its eligible financial institution. 

MAS’ AML/CFT requirements on VCCs are, in principle, largely the same as those for 
other financial institutions regulated by MAS. Among other things, VCCs must conduct 
money laundering/terrorism financing risk assessments and ensure that customer due 
diligence and ongoing monitoring are performed. 

 

XIV. MONETARY AUTHORITY OF SINGAPORE 
ENFORCEMENT ACTION REPORT 

On 4 November 2020 MAS published its enforcement report for the period 1st January 
2019 to 30 June 2020 detailing the actions taken against financial institutions and 
individuals for market abuse, financial misconduct and control breaches related to 
money laundering. Highlighting that enforcement priorities looking forward will 
include the following: 

• Pursue serious and complex cases of disclosure breaches 

• Deepen capability to proactively detect potential mis-selling of financial products 

• Continue to focus on financial institutions (FIs) which lack rigorous systems and 
processes for combatting money laundering and countering terrorist financing 

• Update enforcement related powers to better detect, investigate and take action 
against misconduct 

• Enhance focus on senior management accountability for breaches by their FIs or 
subordinates 
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2. GLOBAL CHANGE 
IMPACTING ALL 

I. TRANSITION AWAY FROM INTERBANK OFFERED 
RATES 

MORE CLARITY ON LIBOR’S END GAME: THE END OF LIBOR IS DRAWING NEAR 

More clarity on how and exactly when London Inter-bank Offered Rate (LIBOR) will 
cease has emerged with an announcement from the Financial Conduct Authority (FCA) 
on 5 March 2021 of the dates that panel bank submissions for all LIBOR settings will 
end. After which representative LIBOR rates will no longer be available.  

The FCA has confirmed that all LIBOR settings will either cease to be provided by any 
administrator or no longer be representative: 

• immediately after 31 December 2021, in the case of all sterling, euro, Swiss franc 
and Japanese yen settings, and the one week and two month US dollar settings; 
and 

• immediately after 30 June 2023, in the case of the remaining US dollar settings 

 

In an accompanying press release, Andrew Bailey, Governor of the Bank of England 
urged market participants to prepare for the cessation of LIBOR - With limited time 
remaining, my message to firms is clear – act now and complete your transition by the 
end of 2021. 

This announcement follows the conclusion of consultations by ICE Benchmark 
Administration (IBA), LIBOR’s administrator, who’s proposals were broadly supported 
by regulatory authorities.  

 “Together with the actions taken at the end of last year, these announcements provide 
a clear end-date for USD LIBOR and a clear path for the change to alternative reference 
rates. In the months ahead, supervisors will focus on ensuring that firms are managing 
the remaining transition risks,” said Randal K. Quarles, Vice Chair for Supervision at the 
Federal Reserve Board and Chair of the Financial Stability Board. 

The later 30 June 2023 end-date for USD LIBOR settings is intended to allow for more 
legacy LIBOR-linked contracts to mature on their existing terms. US supervisory 
guidance is clear that firms should not enter into new transactions referencing USD 
LIBOR after 31 December 2021, given potential “safety and soundness concerns”. On 
the launch of the consultations, The FCA issued a statement pledging to coordinate 
with US authorities and those in other jurisdictions to consider how to limit new use of 
USD LIBOR.   

The LIBOR transition is a 
significant event that poses 
complex challenges for 
banks and the financial 
system. The agencies 
encourage banks to cease 
entering into new contracts 
that use USD LIBOR as a 
reference rate as soon as 
practicable and in any 
event by 31st December 
2021, in order to facilitate 
an orderly and safe and 
sound— LIBOR transition. 

Statement on LIBOR 
Transition from Board of 
Governors of the Federal 
Reserve System Federal 
Deposit Insurance 
Corporation Office of the 
Comptroller of the 
Currency. 

https://urldefense.com/v3/__https:/www.fca.org.uk/news/press-releases/announcements-end-libor__;!!Oe2TtrU3ZNiRdQ!ZX-Bo4utCghZuElrEHdr2qAOa9T8tOFobdlDU2wCz0C0dNsbYQyEqww3fLM$
https://www.newyorkfed.org/medialibrary/Microsites/arrc/files/2021/ARRC_Press_Release_Endgame.pdf
https://www.fca.org.uk/news/statements/fca-response-iba-proposed-consultation-intention-cease-us-dollar-libor
https://www.federalreserve.gov/newsevents/pressreleases/files/bcreg20201130a1.pdf
https://www.federalreserve.gov/newsevents/pressreleases/files/bcreg20201130a1.pdf
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International Swaps and Derivatives Association (ISDA) hosted a webinar with the FCA, 
Federal Reserve Board of Governors and Chairman of the Alternative Reference Rates 
Committee (ARRC), providing details on what this means for the market and next steps. 

Also on 5 March, ISDA confirmed that the FCA’s announcement “..constitutes an index 
cessation event under the IBOR Fallbacks Supplement and the ISDA 2020 IBOR 
Fallbacks Protocol” thereby fixing the fallback spread adjustment published by 
Bloomberg. The fallbacks (i.e., to the adjusted risk-free rate plus spread) will 
automatically occur for outstanding derivatives contracts that incorporate the 
supplement or are subject to adherence of the protocol in line with the above cessation 
dates.  

While the ARRC expects that many more legacy USD LIBOR contracts will mature by 
mid-2023 under IBA’s proposals, a number will remain including those lacking effective 
means to replace LIBOR (“tough legacy” contracts). The ARRC confirmed in its Guide 
on the Endgame for USD LIBOR that it will continue to pursue a legislative proposal 
with New York State, expressing a strong belief that such legislation remains necessary 
– similar federal legislation is being contemplated. Seeking to solve a comparable 
challenge, the European Council has agreed to an amendment to the EU Benchmark 
Regulation providing for a statutory replacement of a critical benchmark with an 
alternative risk free rate in case of that benchmark’s cessation. The mechanism is similar 
to that proposed by the ARRC, though it remains unclear how approaches in different 
jurisdictions will interact. 

The FCA began consultations and released more details on proposed new powers, 
including creation of a synthetic LIBOR, under the Financial Services Bill. Use of 
synthetic LIBOR is for “tough legacy” contracts – use in new contracts will be prohibited. 
Publication of synthetic LIBOR depends on an announcement that LIBOR has or will 
become unrepresentative as a benchmark; ISDA fallbacks would still be triggered. New 
powers will only be applied for the LIBOR settings most commonly used in “tough 
legacy” contracts (e.g. GBP LIBOR) and where the inputs are available. EUR LIBOR and 
CHF LIBOR are likely to cease completely. The FCA will publish further details in 
Statements of Policy after various consultations conclude. 

With more to come, there have also been significant accomplishments. In a progress 
report, the FSB highlighted that national working groups remained focused on LIBOR 
transition throughout 2020 despite challenges arising from COVID-19, and pointed to 
good progress in work on supporting infrastructure, market conventions and systems 
upgrades. Global lending markets were highlighted as an area that has lagged the pace 
of progress, with the FSB encouraging market participants to “act quickly to move new 
business onto alternative rates”. 

More positively, the ISDA launched updated definitions and a protocol that will embed 
appropriate contractual language and a ‘fallback’ alternative Risk Free Rate (RFR e.g. 
SONIA, SOFR) plus a spread in new and existing LIBOR linked swap contracts, a 
significant milestone for the industry supported by global regulators. As of the end of 
January 2021 more than 13,000 parties had adhered to the protocol (list of adherents). 
Derivatives clearing houses transitioned to using the €STR rate in discounting 
calculations 27 July 2020. A similar transition happened in the US on 16 October 2020, 
from Fed Funds to SOFR, impacting a larger volume of swap contracts and triggering 
an increase in liquidity in that market. Term SONIA rates have recently gone live in the 
UK and plans remain for Term RFRs in the US and Japan by mid-year. 

  

Northern Trust Actions 

At Northern Trust, there is 
an enterprise-wide 
programme to guide the 
LIBOR and IBOR transition. 
This programme has 
organisational subject 
matter experts who are 
implementing a multi-year 
plan, driven by client- and 
product-focused work 
streams, to manage the 
transition from the IBORs 
to alternative RFRs or other 
benchmark rates. Northern 
Trust is monitoring and 
participating in industry 
forums to evaluate 
alternative reference rates, 
fallback language and best 
practices to prepare for 
upcoming changes. 
Quarterly meetings are 
ongoing with the Federal 
Reserve Bank of Chicago 
and Prudential Regulatory 
Authority (UK). For 
Northern Trust’s Asset 
Servicing business, the 
scope of impacts and high-
level requirements have 
been documented by 
product. The programme 
performed a detailed gap 
analysis and has developed 
execution plans. 
Development to ensure 
robust and scalable 
support for alternative 
RFRs is in progress. Client-
specific engagements to 
discuss LIBOR transition 
planning are continuing 
through Q1-2021. 

http://assets.isda.org/media/f1a442f2/80e230bf-pdf/
https://www.isda.org/2021/03/05/isda-statement-on-uk-fca-libor-announcement
https://www.newyorkfed.org/medialibrary/Microsites/arrc/files/2020/ARRC_Endgame_USD_LIBOR.pdf
https://www.newyorkfed.org/medialibrary/Microsites/arrc/files/2020/ARRC_Endgame_USD_LIBOR.pdf
https://www.fca.org.uk/publication/policy/benchmarks-regulation-proposed-amendments-financial-services-bill.pdf
https://www.fsb.org/wp-content/uploads/P191120.pdf
https://www.fsb.org/wp-content/uploads/P191120.pdf
https://www.isda.org/2020/10/23/isda-launches-ibor-fallbacks-supplement-and-protocol/#:%7E:text=The%20protocol%20will%20enable%20market,supplement%3A%20January%2025%2C%202021.
https://www.isda.org/protocol/isda-2020-ibor-fallbacks-protocol/adhering-parties
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There have also been developments in the Asia-Pacific region. The Mumbai Interbank 
Forward Outright Rate includes USD LIBOR as a component and needs to be replaced. 
Alternatives are being sought. In Singapore 1M and 3M SIBOR will be discontinued after 
year-end 2024; with further changes dependent on the outcome of the IBA’s 
consultation on USD LIBOR cessation. ASIC published an information sheet that sets 
out practical guidance on frameworks and practices that buy-side and sell-side entities 
can adopt to manage conduct risk during the LIBOR transition. Similarly ASIFMA issued 
their IBOR transition readiness survey results and action plan in January 2021. 

They key message from regulators globally is to keep up the pace of transition efforts. 
Key milestones on the ARRC’s paced transition plan still stand as they remain relevant 
to the goal of moving away from LIBOR in new business as soon as practical, for 
example the end of Q2 2021 target for no new USD LIBOR business loans, 
securitisations or derivatives that increase LIBOR risk. A priority on the UK working 
group’s roadmap is for firms to complete identification of all legacy GBP LIBOR 
contracts expiring after 2021 that can be actively converted by end-Q1, and progress 
active conversion where viable through to completion by end-Q3 2021. More 
intervention from regulators can be expected if they do not see progress against these 
targets. 

 

II. THE CENTRAL SECURITIES DEPOSITORIES 
REGULATION 

INDUSTRY AND REGULATORY DEVELOPMENTS 

The Central Securities Depositories Regulation (CSDR) aims to increase the safety and 
improve settlement efficiency as well as providing a set of common requirements to 
ensure the safety of EU CSD’s. To support this, CSDR has been harmonising the 
authorisation and supervision of Central Securities Depositories (CSDs) within the EU 
since 2014. Depositories (CSDs) within the EU since 2014.  

Since 2014 there has been a phased introduction of the requirements including: 

• T+2 settlement cycle 

• Authorisation including strict prudential and conduct rules for CSDs 

• Internalised settlement reporting 

• Omnibus and segregated accounts including risk and cost disclosures 

 
As with other EU regulations, Article 75 of CSDR requires the European Commission 
(EC) to prepare a report on its implementation and submit it to the European 
Parliament and Council including any proposed legislative changes if necessary. To 
support this, the EC issued a targeted consultation in December 2020 for stakeholders 
to provide input on the implementation to date. The feedback is sought on a wide 
range of specific areas where targeted action may be necessary to make the objectives 
of the regulation more proportionate, efficient and effective. The consultation also 
requests that feedback takes account of recent developments in particular pressure 
put on the market by the COVID-19 pandemic. The consultation closed on 2 February 
2021 and we anticipate any proposed legislation to be published in Q4 2021. 

  

The European Central 
Securities Depositories 
Regulation is one of the key 
regulations adopted in the 
aftermath of the 2008 
financial crisis. 

Northern Trust Actions 

Northern Trust has a formal 
execution program in place 
to ensure we meet our 
obligations under the 
settlement discipline regime 
as well as supporting our 
clients. Our CSDR 
implementation programme 
is committed to effectively 
managing this change, 
providing timely 
information to enable clients 
to assess impacts to their 
business. Our core impacted 
products and services have 
identified service offering 
changes for cash penalties 
to support readiness 
activities. We have 
commenced on-boarding an 
external third party system 
for the management of 
messaging, cash penalties 
as well as daily and monthly 
reporting.  

https://m.rbi.org.in/Scripts/PublicationDraftReports.aspx?ID=726#c7
https://abs.org.sg/docs/library/response-to-feedback-sibor-reform-and-the-future-landscape-for-sgd-interest-rate-benchmarks.pdf
https://asic.gov.au/regulatory-resources/markets/financial-benchmarks/managing-conduct-risk-during-libor-transition/
https://www.asifma.org/wp-content/uploads/2021/01/210104_asifma-ibor-paper_final.pdf
https://www.bankofengland.co.uk/-/media/boe/files/markets/benchmarks/rfr/rfr-working-group-roadmap.pdf?la=en&hash=92D95DFA056D7475CE395B64AA1F6A099DA6AC5D
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SETTLEMENT DISCIPLINE REGIME UPDATE  

The next key requirement due to be implemented is the Settlement Discipline Regime 
(SDR), under which, any instrument cleared at an EU central clearing house or settled 
by an EU trading venue or EU CSD is in scope. The primary objective of the enhanced 
SDR is to incentivise timely trade settlement, reduce settlement risk and ultimately 
increase safety of securities across the European Economic Area markets. This is to be 
achieved by the introduction of cash penalties and mandatory buy-ins. In our H2 2020 
newsletter, we highlighted that European Securities and Markets Association (ESMA) 
has proposed a delay in the implementation timeline of settlement discipline to 
February 2022 due to continued industry challenge and the operational impacts of 
COVID-19. This delay has been approved by the EC. 

Even though the SDR has not yet been implemented the survey published by the EC 
has included questions on the framework which is seen as a positive step in addressing 
some of the industry concerns which are being raised. Of particular challenge is the 
implementation of buy-ins which, in light of increased settlement failures experienced 
during market volatility resulting from the pandemic could be seen to have a negative 
impact on the market at times of stress, further clarity on the roles of buy-in agents is 
required.

Northern Trust Actions 
(continued) 

Northern Trust 
representatives are actively 
engaged in industry 
associations Association 
for Financial Markets in 
Europe , Association of 
Global Custodians and the 
Investment Association to 
ensure we continue to 
monitor regulatory 
developments, support 
ongoing industry lobbying 
and development of 
market practice guides 
where open questions 
remain. We continue to 
monitor any developments 
resulting from the EC 
survey and will provide any 
updates to you on these as 
they arise. 
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All source documents referenced within this newsletter can be directly accessed 

using the hyperlinks contained within the electronic edition of the newsletter. To 

access the electronic edition please go to: 

www.northerntrust.com/insights-research/regulatory-developments 

*Information contained herein is current as of the date appearing in this material 

only and is subject to change without notice.

© 2021 Northern Trust Corporation. Head Office: 50 South La Salle Street, Chicago, Illinois 60603 U.S.A. Incorporated with limited liability as 
an Illinois corporation under number 0014019. Products and services provided by subsidiaries of Northern Trust Corporation may vary in 
different markets and are offered in accordance with local regulation. This material is directed to professional clients only and is not 
intended for retail clients. For Asia-Pacific markets, it is directed to expert, institutional, professional and wholesale clients or 
investors only and should not be relied upon by retail clients or investors. For legal and regulatory information about our offices 
and legal entities, visit northerntrust.com/disclosures. The following information is provided to comply with local disclosure requirements: 
The Northern Trust Company, London Branch, Northern Trust Global Investments Limited, Northern Trust Securities LLP and Northern Trust 
Investor Services Limited, 50 Bank Street, London E14 5NT. Northern Trust Global Services SE, 10 rue du Château d’Eau, L-3364 
Leudelange, Grand-Duché de Luxembourg, incorporated with limited liability in Luxembourg at the RCS under number B232281; Northern 
Trust Global Services SE UK Branch, 50 Bank Street, London E14 5NT; Northern Trust Global Services SE Sweden Bankfilial, Ingmar 
Bergmans gata 4, 1st Floor, 114 34 Stockholm, Sweden; Northern Trust Global Services SE Netherlands Branch, Viñoly 7th floor, Claude 
Debussylaan 18 A, 1082 MD Amsterdam; Northern Trust Global Services SE Abu Dhabi Branch, registration Number 000000519 licenced by 
ADGM under FSRA # 160018; Northern Trust Global Services SE Norway Branch, 3rd Floor, Haakon VII's Gate 6, 0161 Oslo, Norway; 
Northern Trust Global Services SE Leudelange, Zweigniederlassung Basel, Aeschenplatz 6, 4052, Basel, Switzerland. The Northern Trust 
Company Saudi Arabia, PO Box 7508, Level 20, Kingdom Tower, Al Urubah Road, Olaya District, Riyadh, Kingdom of Saudi Arabia 
11214-9597, a Saudi Joint Stock Company – Capital 52 million SAR. Regulated and Authorised by the Capital Market Authority License # 
12163-26 CR 1010366439. Northern Trust (Guernsey) Limited (2651)/Northern Trust Fiduciary Services (Guernsey) Limited (29806)/
Northern Trust International Fund Administration Services (Guernsey) Limited (15532) Registered Office: Trafalgar Court, Les Banques, St 
Peter Port, Guernsey GY1 3DA. Northern Trust International Fund Administration Services (Ireland) Limited (160579) / Northern Trust 
Fiduciary Services (Ireland) Limited (161386),  Registered Office: Georges Court, 54-62 Townsend Street, Dublin 2, D02 R156, Ireland.

http://www.northerntrust.com/insights-research/regulatory-developments


 

 

 

 

 

www.northerntrust.com 


	Regulatory Outlook
	1. Asia Pacific Change
	I. Australian Prudential Regulation Authority Superannuation Data Transformation
	II. Portfolio Holdings Disclosure
	III. Your Future, Your Super
	IV. Australian Prudential Regulation Authority Insurance in Superannuation
	V. Australian Securities and Investments Commision Design and Distribution
	VI. Australian Securities and Investments Commision Derivative Transaction Rules
	VII. China Stock Connect to Include Star Market Stocks
	VIII. ASIFMA: Foreign Institutional Investment in China Various Access Channels
	IX. Hong Kong Consultation on Proposed Customer Due Diligence for Open-Ended Fund Companies
	X. Hong Kong Cross Agency Steering Group Launches Strategic Plan to Support a Greener and more Sustainable Future
	XI. Hong Kong Consultation on Legislative Proposals to Enhance Anti-Money Laundering and Counter Terrorist Financing Regulation
	XII. Monetary Authority of Singapore Environmental Risk Management for Asset Managers
	XIII. Monetary Authority of Singapore Guidelines for Variable Capital Companies on Notice VCC-N01 for the Prevention of Money Laundering and Countering the Financing of Terrorism
	XIV. Monetary Authority of Singapore Enforcement Action Report
	2. Global Change Impacting All
	I. Transition Away from Interbank Offered Rates
	II. The Central Securities Depositories Regulation

