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TECHNICAL BRIEFING

Whether we like it or not, 
irrespective of Brexit, Trump 

and myriad other events buffeting 
the UK this summer, the reality of 
ring-fencing for UK banks is 
looming large.

Banks need to have their revised 
structures in place and operational 
by 1 January 2019. Eighteen months 
may sound like a long time, but 
in reality, when one considers the 
raft of changes that may have to be 
made, not only by banks, but also 
by their corporate customers, it 
feels like a pretty short time frame.

Most banks will be setting up 
their revised structures during 
the first half of this year, so if your 
bank hasn’t yet explained what,  
if anything, ring-fencing (or bank 
structural reform) means for you, it 
should be on your agenda for your 
next relationship conversation.

The added complication in 
these conversations is Brexit – 
there’s no escaping it, wherever 

you are located in Europe. The 
banks need to work out how 
(or indeed whether) they will 
continue to provide services to 
corporates and where from, and 
corporates need to consider how 
their relationship group might 
alter over the next couple of years.

Also on that agenda, you might 
want to include: 
•  The Global FX and UK Money 

Market Codes: statements of 
best practice that all market 
participants (and that includes 
both corporates and banks) are 

being encouraged to sign up to. 
For banks, these codes are likely to 
fall under the remit of the Senior 
Managers Regime (which embeds 
personal accountability into the 
conduct of regulated institutions).

The ACT is very supportive of 
these codes and will be issuing 
guidance on the best practice 
principles relevant to corporates 
and how the codes can be used 
by corporates to understand how 
their bank counterparties should 
be applying these principles. The 
ACT and Bank of England hosted 
an afternoon briefing on the codes 
for ACT members on 13 June. 
•  MiFID II (also known as 

MiFIR): your relationship 
banks should be able to explain 
changes arising as a result of 
MiFID II. Primarily focused on 
investment/issuance/trading. 
The recording of information, 
derivatives and capital markets 
activities may be affected.

This month’s briefing is a ‘pick and mix’ of a 
range of topics that were discussed at the recent 
ACT Conference in Manchester. Michelle Price 
and Sarah Boyce are the ACT’s associate policy 
and technical directors and are always pleased  
to hear from you – whether with questions or 
with comments on areas of particular concern  
or interest to you. You can reach them at 
technical@treasurers.org
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MONTH

{ CONTEXT OF TREASURY }

Ring-fencing – do we have a plan?

{ ONE TO WATCH }

Blueprint for  
a new RTGS
The Bank of England, which 
has responsibility for operating 
the real-time gross settlement 
(RTGS) infrastructure, has 
announced the redevelopment 
of the RTGS system in 
response to changes in the 
payments landscape. 

On an average day, RTGS 
settles around £500bn between 
banks – around 25% of the 
UK’s annual GDP. 

The largest flows are 
generated by CHAPS, the UK’s 
high-value payment system, 
and it has been decided that 
the operation of this system 
will transfer from CHAPS Co 
to the Bank of England to 
improve financial stability. 
(This approach is consistent 
with that adopted in many 
other jurisdictions).

Most of the enhancements 
are due to be operational  
by 2020. 

Further details can be found 
at www.bankofengland.co.uk/
publications/Documents/
news/2017/newrtgs090517.pdf

{ TECHNOLOGY }

CYBER – 
MATTERS 
Cyber risk was one of the key 
topics treasurers wanted to 
discuss at the ACT’s Annual 
Conference talkingtreasury 
session, particularly given  
how material the financial  
flows through many treasuries  
are and the introduction  
of cybersecurity audits to  
many organisations. 

A range of resources are 
available that treasurers may  
find worthwhile: 
•  The UK’s National Cyber 

Security Centre’s web page 
has a broad range of guidance 
on how firms can protect their 
information and systems. See 
www.ncsc.gov.uk

•  The Financial Conduct 
Authority (FCA) has published 
useful guidance notes, 
information and speeches 
on cybersecurity issues 
for financial services firms, 

which are equally relevant to 
corporate treasury functions. 
Topics include:
-  Guidance for firms 

outsourcing to the cloud and 
other third-party IT services;

-  The FCA’s approach to  
cybersecurity in financial 
services firms (with a  
focus on large banks); and

-  The threat landscape for 2017 
from the FCA’s perspective.

Links to these documents can 
be found at www.fca.org.uk/
firms/cyber-resilience
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Prospectus Directive  
– has issuing  
become easier?
In early May, the European 
Commission adopted new rules 
on prospectuses, which will 
come into force in 2019. The  
rules are aimed at lowering one 
of the main regulatory hurdles 
faced when companies issue 
equity or debt by simplifying  
the administrative obligations. 

More details can be 
found at www.consilium.
europa.eu/press-releases-
pdf/2017/5/47244659140_en.pdf

The ACT Borrower’s  
Guide to LMA Investment 
Grade Agreements
This fifth edition of the guide, 
produced by Slaughter and  
May for the ACT, has now  
been published. 

The guide provides assistance  
to treasurers when negotiating 
loan documentation based  

on the Loan Market Association’s 
(LMA’s) recommended forms 
and has been comprehensively 
updated for changes to the 
LMA’s templates since the 
last edition. It gives a general 
overview for readers unfamiliar 
with LMA documentation, and 
a clause-by-clause commentary, 
which considers the implications 
of each clause from the 
borrower’s point of view. 

The guide also 
explores the key 
provisions and 
highlights common 
discussion points and addresses 
more recent developments 
affecting lending terms that 
treasurers may wish to take into 
account in negotiations with 
their banks.

The guide is available at www.
treasurers.org/LMA-guide-2017 
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{ INTERNATIONAL }

Basel IV
Basel IV is widely recognised as 
likely to have considerable impact 
on the banks – and, in particular, 
on the levels of capital they will 
be required to hold. 

For corporates, Basel IV is also 
one to watch, as there may be 
an impact on charges or bank 
appetite as a result. Proposed 
changes to the models used 
by banks when calculating 
their capital requirements 
may result in large corporates 
(with consolidated total assets 
exceeding €50bn) being 
excluded from bank internal 
rating-based models and 
therefore becoming less  
attractive to banks.

{ REPORTING AND COMPLIANCE} 

EMIR REVIEW OFFERS RELIEF 
FOR CORPORATES

In early May, the European 
Commission published a 

proposal to amend European 
Market Infrastructure Regulation 
(EMIR), which will now work its 
way through the European 
Parliament and Council.

These proposals are an 
important step forward in 
reducing the regulatory burden 
on corporates and, if passed 
largely unchanged, offer good 
news for many. 

A few of the headline  
changes include:

Reporting obligations 
•  Transactions between  

a financial counterparty  
and a non-financial 
counterparty (NFC) not 
subjected to the clearing 
obligation can now be  
reported by the financial 
counterparty on behalf  
of both counterparties. 

•  Intragroup transactions, 
where at least one of the 
counterparties is a non-
financial company, will no 
longer have to be reported. 

•  Historic transactions  
(ie those that were entered into 
before the start of the reporting 
obligation and that are still 
outstanding on that date 
known as backloading) will no 
longer need to be reported.

Quality of data reported  
to trade repositories
•  To improve data quality and 

transparency, trade repositories 
will be required to allow 
counterparties who have 
delegated reporting to another 
entity to view the data that  
was reported on their behalf. 

Clearing obligation for NFCs 
•  For NFC+s, the cross-asset  

class clearing threshold test 
will be removed and the 
clearing obligation will apply 
asset class by asset class.

•  To lower the operational 
burden for NFC+s, these firms 
will now be required to assess 
their situation vis-à-vis the 

clearing obligation only once 
a year, based on the average 
activity over the months of 
March, April and May.
 
On the cautionary side, the 

Commission has proposed that 
securitisation special-purpose 
entities should be classified 
as financial counterparties, 
something to watch out for if 
your organisation is involved 
in asset-backed transactions or 
securitisations on any scale.

The ACT press release can be 
found at www.treasurers.org/
node/333239, while the European 
Commission press release is 
available at www.europa.eu/
rapid/press-release_MEMO-17-
1145_en.htm

The ACT has worked with a 
range of key decision-makers in 
the UK and Europe to help them 
understand the unintended 
consequences of the current EMIR 
regulations on NFCs – another 
example of our work in the public 
interest. If there is something 
you think we should be aware 
of, and helping decision-makers 
understand, please drop us a line 
at technical@treasurers.org

NEW
ON THE 

WEB

View briefing notes, technical updates and 
policy submissions at www.treasurers.org/
technical. Members can find our library of 
Brexit-related resources at www.treasurers.
org/brexit

For more immediate responses to events  
as they occur, the policy and technical  
team continues to write various blogs  
at https://blogs.treasurers.org

If you have a topic that’s keeping you 
up at night and would like to be a guest 
contributor, please get in touch at  
technical@treasurers.org
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