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— No major Swiss regulatory projects that specifically apply to or affect
structured products

— Number of regulatory projects not directly target at structured products but
nevertheless relevant, such as

— Swiss Federal Council’s Report on Banking Stability

FINMA’s consultation on the new circular “Rules of conduct under FinSA”

Swiss Federal Council’s consultation on the amendment of the Financial
Market Infrastructure Act

Swiss Federal Council’s Greenwashing Prevention Initiative
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— On April 10, 2024, the Swiss Federal Council published its report on banking
stability

— The report provides for a wide-ranging assessment and evaluation of the
Swiss too-big-to-fail regime in relation to the circumstances surrounding
the crisis that led to the takeover of Credit Suisse by UBS in March 2023

— The Federal Council aims to increase financial stability by implementing 22
regulatory measures under the Swiss banking supervisory regime in the
following six fields of action:

— Corporate Governance and Prudential Supervision,

— Capital Requirements,

— Early Intervention and Recovery,

— Ensuring Liquidity in a Crisis,

— Resolution Planning, and

— Crisis Organization and Cooperation between Authorities

— While the Federal Council has emphasized that the proposed measures
should be implemented quickly, it has not yet provided a specific timeline
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Financial Market Regulations

Consultation on new circular
"Rules of conduct under
FinSA/FinSO” 1/2

FINMA launches public consultation on new circular in May 2024

Reason for the circular is the inconsistent implementation of the FINSA
requirements among supervised institutions
Questions of practice and interpretation repeatedly arise with regards to

rules of conduct under the FINSA

Purpose of the circular is to create transparency and legal certainty
regarding FINMA's supervisory practice on selected aspects of the rules of
conduct under the FinSA

The circular mainly specified the way in which transparency is to be created
for clients so that they can make informed investment decisions, in
particular

— transparency about the type of financial service
— transparency about the risks associated with financial instruments

— transparency regarding conflicts of interest, especially when placing in-
house products

— transparency regarding compensation from third parties and

retrocession
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Financial Market Regulations

Consultation process lasted until mid July, 2024

Consultation on new circular — Responses from the industry / industry associations on the proposed
”"Rules of conduct under circular are very negative

FinSA/FinSO” 2/2

— Main points raised in the consultation process are

— the circular does not achieve its purpose but rather creates additional
legal uncertainty

— thecircular introduces new obligations and requirements without there
being a sufficient legal basis

FINMA should refrain from issuing the proposed circular
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Financial Market Regulations

Consultation on amendments to
Financial Market Infrastructure Act
1/2

Swiss Federal Council launches consultation process on amendments to the
Financial Market Infrastructure Act in June 2024

The proposed changes take account of technological advances and relevant
developments in international standards

Aim is to strengthen the stability of the financial system and increase the
competitiveness of the Swiss financial center

Main elements include amendments

— to prevent the failure of a systemically important financial market
infrastructure, and

— to improve the identification of global stability risks in derivatives
markets
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Financial Market Regulations

Consultation on amendments to
Financial Market Infrastructure Act
2/2

Consultation is a chance to amend existing restriction on DLT trading
systems

The Financial Infrastructure Ordinance currently contains a provision
restricting DLT trading systems from trading leveraged products

Art. 58f para. 2 FMIO
[ed]

“If the DLT trading system permits derivatives structured as DLT securities, only products
without time value and leverage components may be admitted to trading.

[.]

Restriction is not justified and should be abandoned

This restriction applies exclusively to DLT trading systems, but not to trading
venues or OTFs. It is therefore a technology-specific restriction that only
applies to derivatives in the form of DLT securities (Registerwertrechte).

Rather than to ban specific financial instruments from being traded on a
DLT trading system, the regulations should ensure that investors have
sufficient information on the financial instruments and the risk associated
in order to make an informed investment decision.



Swiss Federal Council takes note of the new self-regulations of the Swiss
Bankers Association (SBA), the Asset Management Association Switzerland
(AMAS) and the Swiss Insurance Association

These self-regulatory provisions entered into force, with transitional periods
for implementation up to 1 January 2027

The self-regulatory provisions implement various aspects of the Federal
Council's position such as

— adefinition of sustainable investment objectives,
— adescription of the sustainability approaches applied, and
— the audit by an independent third party

Swiss Federal Council is refraining from introducing state regulation to
combat greenwashing in the financial sector at this time
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— Focus on creating transparency

— classification as sustainable structured products must be made in
accordance with the applied Sustainability Framework

— Sustainability Framework must

— explain in an understandable way how the classification of a structured
product as sustainable is assessed and determined
— items to be addressed:

1. The methodology used to assess and determine the sustainability of a
structured product (ESG strategy)

2. Use of the proceeds raised with a sustainable structured product, as may be
applicable to a particular product

3. Relevant process and data source used to classify structured products as
sustainable

4. Internal governance structure in respect of the classification of structured
products as sustainable

— be made publicly available
— Effective as from June 1, 2024

— Grandfathering: structured products issued prior to June 1, 2024
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SSPA AMC Recommendations

Recommendations regarding Actively Managed Certificates
(SSPA AMC Recommendations)

1. Introduction

"Actively Managed Certificates” ("AMCs") are structured products whose underlying asset is
managed on a discretionary basis during the term of the product in accordance with a specific
investment strategy. The issuer (synthetically) implements its investment strategy or an
investment strategy proposed by a third party (the "AMC Advisor"), whereby the AMC Advisor
may, at its discretion, compose and restructure the underlying asset in accordance with the
framework of the investment strategy. The performance of an AMC therefore depends on the
AMC Advisor's ability to (synthetically) implement the investment strategy. Investors must be
informed transparently in the product documentation on the investment strategy, its
implementation by the AMC Advisor and the costs associated with the AMC.

As with other structured products, the investor in an AMC has no recourse to the underlying
asset, but against the issuer of the AMC or the guarantor to the extent of its guarantee.
Investors must be made aware of the issuer risk in the product documentation.

These recommendations constitute minimum requirements for the appointment of AMC
Advisors in connection with the issuance of AMCs and for ensuring transparency with regard
to the investment strategy, its implementation and the associated costs.
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SSPA AMC Recommendations — SSPA AMC Recommendations issued in March 2020 and apply to issuers of
AMCs and AMCs offered in Switzerland

— Establish a minimum standard for the appointment of AMC Advisors and
ensure transparency with regard to the investment strategy;, its
implementation and fees

— SSPA is currently discussing two additional provision to be included in the
SSPA AMC Recommendations

— Obligation to indicate the regulatory status of the issuer of an AMC and
identification if the issuer is a special purpose vehicle (SPV)

— Labeling obligation in respect of AMC with illiquid underlyings
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— Labeling obligation in respect of AMC with illiquid underlyings

SSPA AMC Recommendations — To protect investors, AMCs with illiquid underlyings should be
specifically labeled in order to make them better distinguishable from

“traditional” AMC

— Criteria is the trading book eligibility of the AMC based on the
regulations applicable to the manufacturer

— If an AMC is not eligible to be allocated to the trading book,

— the AMC must be specifically labeled (possible label: “Not Suitable for
Active Trading”), and

— product documentation must indicate risks associated with AMC on
illiquid underlyings

— Introduction of specific category on the Swiss Derivatives Map
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Engagement of an AMC
Investment Advisor — Some
key points to consider

What is the rational for the AMC Asset Manager to
engage an Investment Advisor?

What is the Investment Strategy?

Define the AMC Asset Manager’s and the
Investment Advisor’s role and responsibility

Documentation of due diligence process and
results

Written investment advisory agreement

Confirmation regarding regulatory status

Legal form and excerpt from commercial register

Identity of the owner / beneficial owner, managers and
directors

Regulatory status
Business model and activities

Organization and infrastructure ensuring business
continuity and avoiding / managing conflict of interest

Knowledge and experience of relevant professionals

Professional liability insurance

Eg, annual re-assessment
Request confirmation of no material change

Consider working relationship and cooperation over time
(eg, any problems, open issues, complaints)






