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NEW REQUIREMENTS 



GENERAL CONCEPT FOR ALL 
INSTITUTIONS 

     The new regulation comes into force during 2013 and 2014. 
It requires entities that enter into any form of derivative 
contract, including interest rate, foreign exchange, equity, 
credit and commodity derivatives, to: 

 report every derivative contract that they enter into to a 
trade repository; 

 implement new risk management standards, including 
operational processes and margining, for all bilateral over-
the-counter (OTC) derivatives i.e. trades that are not 
cleared by a Central Counterparty Clearing House  

     (CCP); and 
 clear, via a CCP, those OTC derivatives subject to a 

mandatory clearing obligation. 
 



A major impact on the entire process chain for 
capital market transactions. 

The main areas affected are: 

• The transaction life cycle 

• Collateral management and margin calculation 

• Implementation of processes on the 
Information Technology (IT) side 

• Modeling impacts on Risk Weighted Assets 
(RWA) through netting and new Basel III rules 

• Default management 

 



 
Obligations for non-financial counterparties 

(1/2)  

 
 

• Non-financial counterparties that only enter into 
derivatives contracts that are objectively measurable as 
reducing risks directly relating to the commercial 
activity or treasury financing activity of the non-
financial counterparty, may be exempt from certain 
requirements under  the European Market and 
Infrastructure Regulation (EMIR). 

• However, for transparency, non-financial 
counterparties must comply with requirements to 
report to trade repositories (TRs) and certain 
requirements for risk-management procedures in 
relation to non-cleared OTC derivatives. 
 



 
Obligations for non-financial counterparties 

(2/2)  

 
 

• In cases where derivatives are not objectively 
measurable as reducing risks directly relating 
to the commercial activity or treasury 
financing activity the non-financial 
counterparty and a certain clearing threshold 
is exceeded (see slides below), the EMIR 
requirements will apply to these non-financial 
counterparties in the same way as they apply 
to financial counterparties under EMIR. 

 



 
Obligations for Non-Financial Counterparties (NFC) 

above the threshold  

 
 THE CLEARING THRESHOLDS under EMIR: 

 
An entity is  NFC+ for all future OTC derivative contracts 

once  one of the following thresholds is reached 
•€ 1bn in gross national value for OTC credit and equity 

derivatives(individual thresholds) 
•€ 3bn in gross notional value for interest rate and FX 
(individual thresholds)  
•€3bn in gross notional value for commodities and others 
(combined threshold) 

 
 
 



 
Obligations for non-financial counterparties above 

the threshold  

 
 

• From 15 March 2013 non-financial counterparties 
above the clearing threshold must ensure stricter 
timely confirmation of their derivatives contracts.  

• Final confirmation deadline, Credit and interest 
rate, All others: T+1 

• Non-financial counterparties above the threshold 
must also have processes in place to meet 
requirements on portfolio reconciliation, 
portfolio compression and dispute resolution, 
although the requirements they need to meet are 
generally stricter.  
 
 



T I M E T A B L E 



High level implementation timetable 
(completed) 

• EMIR entered into force on 16 August 2012, but most provisions 
only apply after technical standards enter into force.  

• The technical standards on OTC Derivatives, Reporting to Trade 
Repositories and Requirements for Trade Repositories and 
Central Counterparties entered into force on 15 March 2013.  

• Non-financial counterparties exceeding the clearing threshold 
have been required to notify since 15 March 2013.  

• All legal and contractual terms of non-centrally cleared OTC 
derivative contracts must be confirmed between counterparties 
within specified timelines – from 15 March 2013 

•  Risk management of non-cleared OTC derivatives through 
portfolio reconciliation, dispute resolution and trade 
compression – from 15 September 2013. 

 

 



High level implementation timetable 
On-going 

• Details of all classes of derivative contract (both OTC and 
Exchange  Traded Derivatives) have been required to be 
reported to Recognised Trade Repositories (RTR) from 12 
February 2014  

• The first CCP was authorised under EMIR on 18 March 2014 
- a consultation is expected during summer 2014 with the 
first wave of clearing obligations to be phased in from 2015.  

• The technical standards on the cross-border application of 
EMIR came into effect on 10 April 2014 - Article 2 however 
(which sets out which contracts have a direct, substantial 
and foreseeable effect within the EU) apply from 10 
October 2014. 



High level implementation timetable 
On-going 

• From August 11 2014, financial 
counterparties/NFC+s are required to provide 
daily reports on mark-to-market valuations of 
positions and on collateral value.   

• Margin requirements for non-cleared trades - 
variation requirements for non-centrally cleared 
trades will apply from 1 December 2015. Initial 
margining requirements will be phased in 
between 1 December 2015 and 1 December 2019 



INSTITUTIONAL UPDATES 
 



 
ESMA launches first round of consultations to prepare 

for central clearing of OTC derivatives in the EU 

 
• The European Securities and Markets Authority (ESMA) has 

launched a first round of consultations to prepare for central 
clearing of OTC derivatives within the European Union. The two 
consultation papers, released on 11th July, seek stakeholders’ views 
on draft regulatory technical standards (RTS) for the clearing of 
Interest Rate Swaps (IRS) and Credit Default Swaps (CDS) that ESMA 
has to develop under EMIR. 

• The IRS Consultation Paper is closed for feedback since 18 August 
2014 and the CDS Consultation Paper until 18 September 2014. 
ESMA will use the answers received to draft its final RTSs on the 
clearing obligation for IRS and CDS and send them for endorsement 
to the European Commission. The clearing obligation will take effect 
following a phased implementation, with the current proposal 
ranging from six months to three years after the entry into force of 
the RTS, depending on the types of counterparties concerned. 
 



 
European Commission response to ESMA letter 
regarding frontloading requirement under EMIR 

 
• The European Commission’s response (dated 8 July 

2014) to ESMA’s letter regarding frontloading under 
EMIR was published on the ESMA website. The letter 
from Michel BARNIER, Commissioner for Internal 
Market and Services, agrees with the view that 
frontloading of OTC derivatives should be avoided in 
cases where it could undermine the overarching 
objective of the clearing obligation to reduce systemic 
risk. This stance is in part supported in light of the 
potential negative consequences on the market as a 
result of uncertainty stemming from any such 
requirement coming into force prior to the relevant 
Regulatory Technical Standards (RTS) 



Q&As and FAQs 

-Updated EMIR FAQs from the European Commission 
• The European Commission updated its FAQs on EMIR 

(Part IV) on 10th July to include clarity around 
segregation requirements for non-EU clearing 
members of EU CCPs. 

-Updated EMIR implementation Q&As 
• The European Securities and Markets Authority (ESMA) 

issued updated Question & Answers (Q&As) on 10th 
July on the implementation of EMIR. The new set of 
Q&As include information on pension scheme 
exemptions as well as segregation requirements for 
non-EU clearing members of EU CCPs. 
 



 
Implementation reviews 

 
Reviews are being completed by the  European Central Bank  (ECB),  

ESMA and the Bank of England on the following issues:  
• Timely confirmation and bilateral risk mitigation requirements 

implementation review findings 
• Calculation of the clearing threshold, and related requirements, 

implementation review results 
• Implementation review results for the reporting obligation 
• Calculation of the clearing threshold, and related requirements for 

NFCs part of a group of Financial Counterparty entities, 
implementation review results 

• Calculation of the clearing threshold, and related requirements for 
NFCs in the energy and oil production industry, review results 
 



NEW FUTURE 

WELCOME TO THE PHILIPPINES 


