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IN THIS ISSUE:

— Introduction
— Supervisory Convergence in Financial Services
— Proposals to amend the EMIR Supervisory Regime

On June 23, 2017, we passed the one year mark since the referendum on the UK’s membership of the EU. Although
certainty on the eventual consequences of that decision is in short supply, the UK and the EU finally began the Brexit
negotiation process last week in Brussels. The unexpected result of the June general election in the UK (where the ruling
Conservative Party lost its majority in the House of Commons) means that the UK negotiating team begins the Brexit
process without the clear mandate that had been sought by the UK Prime Minister. It is not yet apparent how the
consequent lack of political stability in the UK will affect the UK’s position in the negotiations. In this issue, however, we
focus on the EU side of the negotiating table in relation to financial services.

First, we look at an opinion published by the European Securities and Markets Authority (‘ESMA”) on supervisory
convergence in the context of firms relocating from the UK following Brexit. The opinion addresses regulatory and
supervisory arbitrage risks that may arise from such relocations and sets out general principles for a common supervisory
approach across the remaining EU Member States. We also look at comments by senior officials from the European
Central Bank (“ECB”) that indicate that the ECB shares ESMA'’s concerns about regulatory standards in respect of UK
banks moving to the EU.

We then look at a recent legislative proposal by the European Commission to amend the European Market Infrastructure
Regulation. The proposed Regulation amends, inter alia, the procedures involved for the authorization of central
counterparties and requirements for the recognition of third country (non-EEA) central counterparties (“CCPs”). Despite
ESMA suggesting that the reforms are consistent with the goal of ensuring the robust supervision of CCPs as
systemically important institutions, the proposals have been criticised by some UK policymakers who view them as a
means of forcing the clearing of euro-denominated financial instruments from the UK to the EU.

Copyright 2017 Davis Polk & Wardwell LLP



If you have any questions regarding the matters covered in this publication, please reach
out to any of the lawyers listed below or your usual Davis Polk contact.

John D. Amorosi John Banes
+1 212 450 4010 +1 212 450 4116
john.amorosi@davispolk.com john.banes@davispolk.com

Leo Borchardt Will Pearce
+44 20 7418 1334 +44 20 7418 1448
leo.borchardt@davispolk.com will.pearce @davispolk.com

Simon Witty
+44 20 7418 1015
simon.witty@davispolk.com

This communication, which we believe may be of interest to our clients and friends of the firm, is for general
information only. It is not a full analysis of the matters presented and should not be relied upon as legal advice.

This may be considered attorney advertising in some jurisdictions. Please refer to the firm’s privacy notice for
further details.
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