FINANCIAL MARKET REGULATION:
PENDING PROJECTS
(Status and outlook as of 17 August 2016)
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Cross-sector
Financial services and financial institutions *
On 4 November 2015, the Federal Council approved the dispatch on the Financial Services Act (FinSA) and the Financial
Institutions Act (FinIA). FinSA will govern the requirements for providing financial services and offering financial instruments (rules
of business conduct at points of sale and prospectus requirements), and will also strengthen client protection in the financial
market. The new Financial Institutions Act (FinIA), on the other hand, will set out supervisory requirements for asset managers,
managers of collective investment schemes, fund management companies and investment firms).

law

Financial market infrastructure
The Financial Market Infrastructure Act (FMIA) came into force on 1 January 2016 as did the Federal Council Ordinance FMIO, the circular
FINMA Ordinance FMIO-FINMA and the revised National Bank Ordinance (NBO). The FMIA package requires adjustments to be
made to FINMA’s existing regulations, chiefly the circulars on “Reporting requirements for securities transactions” and on
“Securities journals”. A new circular governing organised trading platforms (OHS) is also planned.

Disclosure of qualified participations (FMIO-FINMA)
The Financial Market Infrastructure Act (FMIA) has also brought adjustments to the notification duty for qualified participations in
listed companies. In addition to the beneficial owner of any such participation, third parties who have the discretionary power to
exercise the associated voting rights are also subject to the notification duty (Art. 120 FMIA), which has been detailed in FMIOFINMA. Since the rule came into force on 1 January 2016, stakeholders affected by the notification duty have since reported
practical problems with its implementation for voting rights delegated on a discretionary basis.

ordinance

Outsourcing
The outsourcing of the development and establishment of service companies, the increase in the outsourcing of parts of the value- circular
added chain, the increasing (systemic) significance of individual service providers and the required associated customer
orientation and security when outsourcing operations abroad needs to be reviewed. The circular will be extended to include banks
and insurance companies, which will require a comprehensive revision of FINMA Circular 08/7 "Outsourcing banks" including
broadening its area of application to include insurance companies.

Direct transmission
Under the Financial Market Supervision Act (Art. 42c FINMASA), institutions supervised by FINMA have been permitted, subject to circular
certain conditions, to transmit information not in the public domain directly to foreign authorities or offices since
1 January 2016. The new planned FINMA Circular "Direct transmission" will define the new legal provision in more detail. This will
help the supervised institutions to apply the law in a standard way and minimise the inherent risks.

* See FDF web page (www.efd.admin.ch >Topics > Economic, Monetary and Financial Affairs) for the content and status of key financial sector regulatory projects in which FINMA does not take a leading role.
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Banks
“Too big to fail” (TBTF)
The structure of the gone-concern emergency plans of systemically important banks which do not operate outside Switzerland has
still not been defined. The specific need for gone-concern requirements for these banks will form the subject of the next Federal
Council evaluation report to be completed by the end of February 2017 in accordance with Article 52 of the Banking Act.

law

open

open

open

Changes in disclosure requirements for systemically important banks are required to reflect the revised TBTF requirements in the
Capital Adequacy Ordinance, which came into effect on 1 July 2016. They will be implemented during a partial revision of FINMA
Circular "Disclosure - banks".

circular

Q4/16

open

Q1/17

The Basel Committee on Banking Supervision made a number of changes in its Basel III regulations. The following are to be
ordinance
introduced by 1 January 2017: a new standard approach to defining the credit equivalent of derivatives, an amended securitisation circular
of equity securities as fund holdings in the banking book and a revised securitisation of credit risks vis-à-vis central counterparties.
New equity capital requirements for securitisations will come into force on 1 January 2018. These amendments will entail changes
to the Capital Adequacy Ordinance and FINMA Circular "Credit risks - banks".

Q2/16

Q4/16

17-18

The Basel Committee has also issued detailed standards for the first time on risk distribution, which are to be implemented by 1
January 2019. This will require additional changes to the Capital Adequacy Ordinance and FINMA Circular "Risk distribution banks".

ordinance
circular

Q2/17

open

Q1/19

In 2016, a quarterly net stable funding ratio (NSFR) reporting process will be brought in for all banks. In addition, the National Work ordinance
Group Basel III will draft the regulation of the NSFR as a liquidity standard. This will entail a partial revision of the Liquidity
circular
Ordinance (LiqO) and FINMA Circular "Liquidity risks - banks". The new funding confirmation for the definitive NSFR fulfilment will
also be prepared from 1 January 2018.

Q1/17

Q2/17

Q1/18

The results of the fundamental review of the trading book for the market risk conditions of the Basel Committee on Banking
Supervision (BCBS) must also be implemented, which again means amending the Capital Adequacy Ordinance and FINMA
Circular "Market risks - banks" by the beginning of 2019.

ordinance
circular

Q1/18

Q4/18

Q4/19

bis
ordinance
Article 12 para. 2 of the Banking Ordinance (BO) which came into force on 1 January 2016 requires Swiss banks only to enter
into new contracts governed by foreign law or a foreign jurisdiction if their counterparties contractually recognise a postponement of
premature contract terminations decreed by FINMA (known as a "stay"). Lean implementing provisions based on international
standards will be incorporated into the Banking Insolvency Ordinance (BIO-FINMA) to give shape to the obligations stemming from
this law and to give the parties involved a secure legal basis for implementation.

Q3/16

Q4/16

Q1/17

Basel III amendments

Postponement of contract terminations - stay (BIO-FINMA)

* See FDF web page (www.efd.admin.ch >Topics > Economic, Monetary and Financial Affairs) for the content and status of key financial sector regulatory projects in which FINMA does not take a leading role.
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FINMA Circular "Monitoring and internal controls - banks"
FINMA Circular 08/24 "Monitoring and internal controls - banks" will be fully reviewed. The circular was issued by the Federal
circular
Banking Commission (FBC) in 2006 and has only undergone minimal changes since then. It does not include fundamental changes
in corporate governance or fundamental risk management findings following the financial crisis. International standard-setters
including the Basel Committee have since amended their guidelines to update corporate governance and provide effective risk
management. FINMA will take the revised international standards as a basis to review its "Monitoring and internal controls - banks"
circular and fill out the risk management section. The new document will also incorporate recommendations by the International
Monetary Fund submitted as part of the 2014 Financial Sector Assessment Programme. This revision will bring changes to FINMA
Circulars "Operational risks - banks" and "Remuneration schemes".

Insurance companies
Insurance contracts *
The draft law includes the parliamentary concerns arising from the rejection of the full review of the Insurance Contract Act (ICA)
law
in 2013, when a number of requested changes were accepted applying to right of cancellation, temporary cover during the
limitation period, right of termination and large risks. Measures were also introduced to facilitate electronic transactions by allowing
other means of confirmation by text apart from handwriting. There were also a number of smaller changes, which proved
worthwhile during the working process. However, the emphasis was always on protecting the fundamental parliamentary concern
that tried-and-tested provisions would remain unaffected by a partial review. The consultation was opened on 6 July 2016 and will
last until 27 October 2016.

Insurance supervision
The revised Insurance Supervision Ordinance (ISO) came into effect on 1 July 2015. The reworking process will be conducted
circular
over two stages due to the volume of circulars requiring amendment (about 20, of which ten require major changes). The first
stage was concluded in 2015 and came into force on 1 January 2016. The second stage will be implemented in 2016. The following
circulars were undergoing consultation: "Actuary responsible", "Corporate governance insurers", "SST" and "Business plans".

* See FDF web page (www.efd.admin.ch >Topics > Economic, Monetary and Financial Affairs) for the content and status of key financial sector regulatory projects in which FINMA does not take a leading role.

