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' Gearing up for MiFID II

MiFID II is at the heart of a global regulatory reform which
aims at establishing a safer, sounder, more transparent and

more responsible financial system working for the economy and

society as a whole.

The recent EU Commission’s proposals on the Market in Financial Instruments Directive
and Regulation will drive fundamental changes in the European securities markets. The
entire investment service value chain will be impacted directly or indirectly. Detection of
impacted activities is key to pass successfully the global regulatory wave and best position

your firm in this new regulatory world.

What are the key MiFID II objectives?

MIFID II builds on the initial MiFID Directive to:

* Promote further competition in the European securities market,

¢ Modernise market structures,
* Increase market transparency,
* Reduce data fragmentation,

* Enhance investor protection, and

* Harmonise the regulatory regimes within different EEA jurisdictions.

Who will mainly be impacted in Luxembourg?
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MIFID II - What changes?

Clients Classification

* Increased protection rules for
Eligible Counterparties (duty
to act in their best interest,
information duty)

* Municipalities = retail investors
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Cross-selling practices

* Application of MiFID to cross-
selling practices (package
services & instruments)
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Third country provisions

* New authorisation requirements
to deemed equivalent supervision
non EEA firms wanting to provide
investment services to retail clients
(Branch) and Eligible Counterparties
(ESMA registration)
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Regulators

* Accrued power of authorities

regarding derivatives position limits 'V

e Product intervention W
e Harmonisation of sanctions level

Organisation and

governance

* Governance provisions applicable
to management body (individual
and collective requirements,
board composition, roles &
responsibilities, number of
mandates, nomination comittee)

* New Data Reporting Services
* Safekeeping and administration of
FI = no longer ancillary service but
Symbols investment service

V Most controversial issues at EU
Parliament

" Major business model impact
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Key impacts for Luxembourg

* Governance provisions

List of investment

Information to clients

e Nature and extent of advice
(independent/restricted/ongoing
suitability assessment) ¥V V¥

* Broader market analysis for
independent advice W'V

e Reporting on complex products

Definition of advisory services to
clients/contracts review

Adjust information and reporting
to clients

Reshape firm remuneration
mechanisms

Distribution of structured UCITS
as complex FI

Define new fund distribution
incentive

Re-organise retrocession
administration process
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* Compulsory record and storage
of phone and electronic
communications (when dealing on
own account or RTO)
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Suitability & Appropriateness

* Execution only limitations (increased
number of complex instruments) ¢

e Structured UCITS/products = complex
instruments

 Suitability justification (annual) in case of
independent advice ¥

* UKRDR

* PRIPS

* IMD revision

* Transfer pricing

e UCITS IV - KIID

* CRD IV - Solvency

Safekeeping of

clients assets

* Tied agents cannot hold client

Inducements & Conflicts
of Interests

e Prohibition of inducements when

providing portfolio management
service and independent advice ¥V 'V

Best execution

ith other legislations

ion wi

Interact

Transaction reporting

* Extension to all FI except those
which are not susceptible to

assets market abuse P MAD
* Approved Reporting
Mechanisms
* 5years recordkeeping by
trading venues

Increased control and reporting
requirements on high-frequency/
algorithmic traders W

Delete exemption for special
commodity derivatives

Annual publication by trading venues
of BE quality data

Annual report by investment firms on
their top-5 execution venues

Trading venues

* Organised Trading Facilities
(OTF) = new trading venue W

* Small and Medium Enterprises
(SME) Growth Markets = MTF V¥

e Enlargement of SI definition
(quantitative criteria)

e Extension of scope to non-
equity instruments (+bonds,
structured products)

Pre & Post trade
transparency

e Improved regime for equities W

¢ Extension to non-equity Fin.
Instr.

* Post trade data consolidation
(Authorised Publication
Arrangements, Consolidated
Tape Provider)

* Transactions in standardised
OTC Derivatives subject to
clearing obligations via CCP
(EMIR) ¥

This summary provides selected key elements of MiFID review.



How we can help

The formal legislation proposal of the EU is not completely clear. However, MiFID comes together with many other regulatory
and business preoccupations. A meaningful change management requires early attention on challenges ahead. PwC can
support you to determine the impact of MiFID II on your business operations and to adequately connect MiFID II work streams
with other regulatory initiatives.

: Adoption of level 1 : Development of level 2 implementing Estimate ‘go live’
: Directive (Parliament + : : measures : :
! council) :

Detailed impact assessment
* Workshops

{{a;fe a:ll:at'i‘e:es: d = 3 * Budget & Action planning .
We:ke ha o * Detailed report and Implementation
Orkstiops executive summary « Project Management

4 * (local/group)
e Support to the drafting of
policies & procedures
Scenario analysis * Compliance reviews
¢ Identification of scenarios
* High level impact review
* High level action plan

Why PwC Luxembourg?

PwC Luxembourg (wWww.pwec.lu) is the largest professional services firm in Luxembourg with

more than 2,100 people employed from 57 different countries. It provides audit, tax and
advisory services including management consulting, transaction, financing and regulatory
advice to a wide variety of clients from local and middle market entrepreneurs to large
multinational companies operating from Luxembourg and the Greater Region. It helps its
clients create value they are looking for by giving comfort to the capital markets and providing
advice through an industry focused approach.

If youwould like to know more please contact one of our regulator experts:

Emmanuelle Henniaux, Partner +3524948482549  emmanuelle.henniaux@lu.pwec.com
Olivier Carré, Partner +35249 48 48 2615 olivier.carre@lu.pwc.com
Xavier Balthazar, Partner +35249 48 48 2543 xavier.balthazar@lu.pwc.com
Nicolas Deldime, Director +35249 48 48 5836 nicolas.deldime@lu.pwc.com

This publication has been prepared for general guidance on matters of interest only, and does not constitute professional advice. You should not act upon the
information contained in this publication without obtaining specific professional advice. No representation or warranty (express or implied) is given as to the accuracy
or completeness of the information contained in this publication, and, to the extent permitted by law, PricewaterhouseCoopers S.ar.l., its members, employees and
agents do not accept or assume any liability, responsibility or duty of care for any consequences of you or anyone else acting, or refraining to act, in reliance on the
information contained in this publication or for any decision based on it.
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