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The impact of shared market principles

Whatis the Fx Giobal Code

The FX Global Code (‘Code’) is a common set of guidelines developed jointly by Central Banks and Market Participants

from 16 global jurisdictions.
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The Code is built around six leading principles and 55 supporting principles that set out standards of good conduct with
the aim of enhancing overall integrity and effective functioning of the FX Market.

The Code is expected to apply to a wide range of firms that participate within the FX market. This includes both sell-
side and buy-side firms, non-bank liquidity providers, operators of e-trading platforms, as well as firms who provide
brokerage, execution, and settlement services for FX.

Leading principles have been outlined below:

Clear accountability and
oversight of FX market
activity should be maintained
through an effective
governance framework

Communications
should be clear
and accurate and
should protect
confidential
information

Risk arising from FX activity
should be identified,
managed and reported
through an effective control
and compliance environment

Governance

Information
sharing

Risk
management
and
compliance

KPMG

Confirmation
and settlement

Fairness and integrity in the
FX market should be
promoted through ethical
and professional behaviour

FX transactions
should be
negotiated and
executed with
integrity and care

Post trade systems, controls
and processes should
promote the predictable,
smooth and timely
confirmation and settlement
of FX transactions




Wnat dofrms need o do?

The Code acts as a supplement to local laws, rules and regulations, therefore firms will still be expected to:
— Understand and comply with laws, rules and regulations in jurisdictions where FX business in undertaken; and
— Ensure internal policies and procedures are in place and are designed to comply with applicable laws.

Firms are encouraged to publish a voluntary ‘Statement of Commitment’ to the Code. In order to be able to do this,
firms should consider the following:

Governance and oversight — accountability and effective oversight arrangements to ensure
ongoing adherence to the Code, encompassing all FX business activities.

Minimum standards — definition of minimum standards that are applicable to firms,
ensuring these standards are implemented through policies and procedures.

Impact assessment — identification of relevant FX activities in all locations and
front to back processes and functions impacted by the Code.

Control environment — assessing how the existing control framework can
support the Code and where control efficiencies can be gained by leveraging
current arrangements.

Accountability — establishing data and Ml requirements to support senior
management with strategic decision making and ongoing assessment of business
compliance with the Code.

Training — providing training to individuals to ensure the Code and supporting principles
are understood globally.

Attestation — 'Statement of Commitment’ to attest that the firm has aligned its activities with the
principles of the Code.




HOW Can KPMG Suppart firms?

There are a number of ways in which KPMG can help provide support to firms to ensure they are adhering to the
Code. We have developed effective tools and methodologies in relation to FX conduct and can also perform industry
benchmarking to help firms understand their market position.
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Maturity

Assurance

Implementation

Diagnostic and design

Diagnostic and design

Implementation Assurance review

— Assessment of the design
effectiveness of key front to
back FX controls impacted by
the Code.

— lIdentification of gaps
between existing practices
and the Code, highlighting
vulnerabilities and
opportunities for
improvement.

— Support with the implementation
of the Code.

— Working alongside the business
to carry out an assessment of ‘
internal risks. i — Wialkthrough of key controls

L . with control owners, to assess
— Designing remediation

— Comparison of the existing FX
framework against our
reference framework,
providing industry
benchmarks of leading market
practice.

— Recommendations for
enhancements based on our
understanding of regulatory
requirements.

programmes to enhance the
culture, governance, policies,
procedures and controls.

Common challenges facing the FX market:

implementation effectiveness.

Testing the operating
effectiveness of controls
through sampling, identifying
areas for improvement.

Scope Consistent adherence to the Code across a range of different FX businesses

(G10, EM, Voice, Electronic)

Conflicts

Identifying and managing conflicts of interest in a complex trading environment - principal
trading, order handling, co-existence of electronic and voice channels

Last look and algos |Achieving the right outcomes in configuration of last look and design of algo trading strategies

Order execution

Effective order handling and execution in principal and agency capacity

Client outcome

Ensuring clients receive good outcomes and value for money

KPMG



KPMG capabiity and contacts

Skilled and experienced team: we are a skilled and experienced team delivering

a number of FX conduct engagements within wholesale markets over the past few years.
Our team members have been involved in supporting investigations and assisting in
remediation, implementation and reviews of controls related to FX trading conduct.

Strong track record: we have supported a number of leading wholesale banks in meeting
the requirements of the FCA led FX remediation programme and carried out multiple best
execution reviews covering FX.

Regulatory insight: we have invested in a regulatory Centre of Excellence which has
allowed us to build relationships with global regulators, providing us with an insight into
regulatory expectations.

Established frameworks: through our extensive experience in wholesale conduct
engagements over a number of years, we have developed tools, methodologies and
reference standards which can be readily deployed on FX conduct projects and incorporate
our view of good market practice and understanding of regulatory standards.

Industry comparison: we can bring market insight and peer group comparison as part of
our review. Our reviews not only identify gaps in processes and controls but are also useful
to our client’s understanding of their position in the wider market.

James Lewis
Director, Banking Risk and
Regulatory, UK
james.lewis@kpmg.co.uk
+44 (0)20 7311 4028

Lucas Ocelewicz
Director, Banking Risk and
Regulatory, UK
lucas.ocelewicz@kpmg.co.uk
+44 (0)20 7311 5353

kpmg.com/uk
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