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Professional Certificate in Regulatory Reporting (UK)

Introduction to Regulatory Reporting

Introduction to Regulatory Reporting

Regulatory reporting is the process of submitting information to regulatory authorities in compliance with
their requirements. It is a critical aspect of financial services regulation, as regulators rely on accurate and
timely data to monitor the financial health and stability of the industry. In the Professional Certificate in
Regulatory Reporting (UK), students will learn about the various regulations governing financial institutions
and the reporting requirements associated with them.

Alphabetical Glossary of Terms:
A

Accounting Standards:

Accounting standards are rules and guidelines set by accounting bodies to ensure consistency and
transparency in financial reporting. In the UK, financial institutions must adhere to the Generally Accepted
Accounting Principles (GAAP) or International Financial Reporting Standards (IFRS).

Anti-Money Laundering (AML):

Anti-money laundering regulations are designed to prevent the illegal generation of income through
criminal activities. Financial institutions are required to implement AML policies and procedures to detect
and report suspicious activities to the authorities.

Asset Class:
An asset class is a group of securities with similar characteristics that behave in a similar way in the financial
markets. Common asset classes include equities, fixed income, commodities, and real estate.

B

Basel IlI:

Basel Ill is a set of international banking regulations that aim to strengthen the resilience of the banking
sector. It introduces stricter capital requirements, liquidity standards, and leverage ratios to prevent another
financial crisis.

Capital Adequacy:

Capital adequacy refers to the amount of capital that a financial institution must hold to cover potential
losses. Regulators set minimum capital requirements to ensure that banks have enough capital to withstand
economic downturns.

C
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Compliance:

Compliance refers to the adherence to laws, regulations, and internal policies by financial institutions.
Compliance officers are responsible for ensuring that the firm operates within the legal and ethical
boundaries set by regulators.

Credit Risk:

Credit risk is the risk of financial loss resulting from the failure of a borrower to repay a loan or meet other
financial obligations. Financial institutions must assess and manage credit risk to protect their assets and
maintain financial stability.

D

Data Governance:

Data governance is the framework of policies, processes, and standards that govern how data is managed
and used within an organization. It ensures data quality, integrity, and security to support regulatory
reporting requirements.

Derivatives:

Derivatives are financial instruments whose value is derived from an underlying asset or index. Common
types of derivatives include futures, options, swaps, and forwards. They are used for hedging, speculation,
and arbitrage purposes.

E

European Market Infrastructure Regulation (EMIR):

EMIR is a European Union regulation that aims to increase transparency and reduce risk in the derivatives
market. It requires all derivative contracts to be reported to trade repositories and mandates central clearing
for certain types of derivatives.

Financial Conduct Authority (FCA):

The FCA is the regulatory body responsible for overseeing the conduct of financial services firms in the UK.
It sets rules and regulations to protect consumers, maintain market integrity, and promote competition in
the financial industry.

G

General Data Protection Regulation (GDPR):

GDPR is a European Union regulation that governs the protection of personal data. It requires organizations
to obtain consent for data processing, protect data from breaches, and provide individuals with control over
their personal information.

H

Hedge Funds:
Hedge funds are private investment funds that use a variety of strategies to generate returns for their
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investors. They are subject to fewer regulations than traditional investment funds and often target high-net-
worth individuals and institutional investors.

Internal Controls:

Internal controls are policies and procedures implemented by organizations to ensure the accuracy,
integrity, and security of financial information. They help prevent fraud, errors, and regulatory violations by
establishing checks and balances within the organization.

Interest Rate Risk:

Interest rate risk is the risk that changes in interest rates will affect the financial performance of an
organization. Financial institutions are exposed to interest rate risk through their investments, loans, and
other interest-bearing assets.

J

Joint Money Laundering Steering Group (JMLSG):

JMLSG is a private sector body in the UK that provides guidance on anti-money laundering and counter-
terrorist financing practices. Financial institutions use JMLSG guidance to develop their AML policies and
procedures.

K

Key Performance Indicators (KPlIs):

KPIs are measurable values that demonstrate how effectively an organization is achieving its business
objectives. In regulatory reporting, KPIs can be used to monitor compliance with regulatory requirements
and assess the overall performance of the institution.

L

Leverage Ratio:

The leverage ratio is a measure of a financial institution's capital to its total exposure. It is used to assess the
institution's ability to absorb losses and maintain financial stability. Regulators set minimum leverage ratios
to prevent excessive risk-taking by banks.

Liquidity Risk:

Liquidity risk is the risk that a financial institution will not be able to meet its short-term obligations due to a
lack of liquid assets. Banks must manage liquidity risk to ensure that they can fund their operations and
meet customer withdrawals.

M

Market Abuse Regulation (MAR):
MAR is a European Union regulation that prohibits insider dealing, market manipulation, and the disclosure
of inside information. It aims to maintain the integrity of financial markets and protect investors from
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abusive practices.

MIFID II:

MIFID Il is a European Union directive that regulates investment services and trading activities in financial
markets. It introduces transparency requirements, investor protection measures, and reporting obligations
for firms operating in the EU.

N

Net Stable Funding Ratio (NSFR):

The NSFR is a liquidity ratio that measures a financial institution's stable funding sources relative to its long-
term assets. It aims to ensure that banks have enough stable funding to support their activities over a one-
year horizon.

@)

Operational Risk:

Operational risk is the risk of loss resulting from inadequate or failed internal processes, people, and
systems. Financial institutions must identify, assess, and mitigate operational risks to protect their business
operations and reputation.

)

Payment Services Directive (PSD2):

PSD2 is a European Union directive that regulates payment services and electronic money in the EU. It aims
to increase competition, innovation, and security in the payment industry by opening up access to customer
account information.

Prudent Valuation:

Prudent valuation is the process of accurately assessing the value of financial instruments on a financial
institution's balance sheet. It involves using conservative valuation techniques to reflect the true economic
value of assets and liabilities.

Q

Qualified Investor:

A qualified investor is an individual or institution that meets certain criteria to invest in complex and high-
risk financial products. Qualified investors are considered to have the knowledge and experience to
understand the risks associated with these investments.

R

Regulatory Capital:

Regulatory capital is the amount of capital that a financial institution is required to hold by regulatory
authorities. It includes Tier 1 and Tier 2 capital, which are used to absorb losses and protect depositors and
creditors in the event of a financial crisis.
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Reporting Entity:

The reporting entity is the legal entity or group of entities that are required to submit regulatory reports to
the authorities. It is responsible for collecting, validating, and submitting accurate and timely data in
compliance with regulatory requirements.

S

Securities Financing Transactions Regulation (SFTR):

SFTR is a European Union regulation that aims to increase transparency in the securities financing market. It
requires firms to report details of their securities financing transactions to trade repositories to improve
market oversight.

Single Rulebook:

The Single Rulebook is a harmonized set of regulations and guidelines developed by the European Banking
Authority (EBA) to ensure consistent regulatory standards across the EU. It aims to promote a level playing
field and strengthen the resilience of the banking sector.

T

Transaction Reporting:

Transaction reporting is the process of reporting details of financial transactions to regulatory authorities. It
helps regulators monitor market activity, detect market abuse, and ensure compliance with trading rules
and regulations.

U

Ultimate Beneficial Owner (UBO):

The ultimate beneficial owner is the individual who ultimately owns or controls a legal entity. Identifying the
UBO is important for AML purposes to prevent money laundering and terrorist financing by tracing the
source of funds and assets.

Vv

Value at Risk (VaR):

Value at Risk is a measure of the potential loss that a financial institution could incur on its portfolio over a
specified time horizon. It is used to assess and manage market risk by estimating the maximum loss at a
given confidence level.

W

Whistleblowing:

Whistleblowing is the act of reporting misconduct, illegal activities, or unethical behavior within an
organization. Whistleblowers are protected by law from retaliation and discrimination for speaking out
against wrongdoing and promoting transparency and accountability.

**O**
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**Qperational Risk:**

**Definition:** Operational risk is the risk of loss resulting from inadequate or failed internal processes,
people, and systems, or from external events. This type of risk includes the risk of legal actions, regulatory
sanctions, and reputational damage.

**Related Terms:** Risk Management, Internal Controls, Compliance, Business Continuity

**Example:** An operational risk could arise if a bank's internal system fails, leading to a delay in processing
customer transactions and causing financial losses.

**P**

**Prudential Regulation Authority (PRA):**

**Definition:** The Prudential Regulation Authority (PRA) is a regulatory body in the United Kingdom
responsible for the prudential supervision of banks, building societies, credit unions, insurers, and major
investment firms. The PRA is part of the Bank of England and works alongside the Financial Conduct
Authority (FCA) to ensure the stability of the financial system.

**Related Terms:** Financial Stability, Capital Adequacy, Stress Testing, Supervision

**Example:** The PRA sets capital requirements for banks to ensure they have enough capital to absorb
potential losses and maintain financial stability.

**Q**
**Qualified Investor:**

**Definition:** A qualified investor is an individual or entity that is deemed to have sufficient knowledge and
experience in financial markets to understand the risks involved in certain investments. Qualified investors
are often exempt from certain regulatory requirements that apply to retail investors.

**Related Terms:** Retail Investor, Accredited Investor, Sophisticated Investor, Investment Risk

**Example:** Institutional investors such as pension funds and hedge funds are typically considered
qualified investors due to their expertise and large investment portfolios.

**R**

**Regulatory Reporting:**

**Definition:** Regulatory reporting refers to the process of submitting financial and non-financial
information to regulatory authorities in compliance with regulatory requirements. This information is used
by regulators to monitor and supervise financial institutions and ensure they operate in a safe and sound
manner.
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**Related Terms:** Compliance, Data Quality, Reporting Framework, Regulatory Authorities

**Example:** Banks are required to submit regulatory reports to the Prudential Regulation Authority (PRA)
on a regular basis to demonstrate their financial health and compliance with regulatory standards.

**S**

**Stress Testing:**

**Definition:** Stress testing is a risk management technique used by financial institutions to evaluate the
resilience of their balance sheet and business operations under adverse economic scenarios. By subjecting
their portfolios to severe stress conditions, institutions can assess their ability to withstand financial shocks.

**Related Terms:** Capital Adequacy, Scenario Analysis, Risk Management, Systemic Risk

**Example:** A bank conducts stress tests to simulate the impact of a severe recession on its loan portfolio
and assess whether it has enough capital to absorb potential losses.

**T**

**Transaction Reporting:**

**Definition:** Transaction reporting involves the submission of detailed information about financial
transactions to regulatory authorities. This information is used by regulators to detect market abuse,
monitor trading activities, and ensure compliance with reporting requirements.

**Related Terms:** Trade Surveillance, Market Integrity, Regulatory Compliance, Transaction Monitoring

**Example:** Investment firms are required to report details of their transactions to regulatory authorities,
including the type of instrument traded, the counterparty involved, and the timing of the trade.

**U**

**Unified Reporting:**

**Definition:** Unified reporting refers to the consolidation of various reporting requirements into a single,
comprehensive reporting framework. By harmonizing reporting standards across different regulatory
jurisdictions, institutions can streamline their reporting processes and reduce compliance costs.

**Related Terms:** Regulatory Convergence, Data Standardization, Cross-border Reporting, Reporting
Automation

**Example:** A multinational bank implements a unified reporting system to comply with reporting
requirements from multiple regulators in different countries, simplifying the reporting process and ensuring
consistency in data submission.

**V**
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**Value at Risk (VaR):**

**Definition:** Value at Risk (VaR) is a statistical measure used to quantify the potential loss that a portfolio
of assets could incur over a given time horizon at a specified confidence level. VaR allows financial
institutions to estimate the maximum loss they are likely to experience under normal market conditions.

**Related Terms:** Risk Management, Portfolio Optimization, Market Volatility, Historical Simulation

**Example:** A bank calculates the VaR of its trading portfolio to determine the maximum loss it could face
over the next week with 95% confidence, helping it manage risk exposure and set appropriate capital
reserves.

**O - Open Banking:**

- **Related Terms:** PSD2, API, Third-party provider

- **Explanation:** Open Banking refers to the practice of sharing financial information electronically and
securely with third-party providers. It allows customers to give permission to banks to share their financial
data with third parties, enabling them to access a wider range of financial products and services. Open
Banking is regulated under the Payment Services Directive 2 (PSD2) and typically involves the use of
Application Programming Interfaces (APIs) to facilitate data sharing.

**p - Prudential Regulation Authority (PRA):**

- **Related Terms:** Financial Stability, Capital Requirements, Solvency

- **Explanation:** The Prudential Regulation Authority (PRA) is a regulatory body in the UK responsible for
regulating and supervising banks, building societies, credit unions, insurers, and major investment firms. The
PRA's main objective is to promote the safety and soundness of these financial institutions and ensure the
stability of the financial system. The PRA sets prudential standards, such as capital requirements and
solvency rules, to protect depositors and policyholders and minimize the risk of financial instability.

**Q - Qualified Investor:**

- **Related Terms:** Retail Investor, Accredited Investor, Sophisticated Investor

- **Explanation:** A Qualified Investor is an individual or entity that meets certain criteria set by regulators
to invest in certain types of securities or financial products. Qualified Investors typically have a higher level
of financial knowledge, experience, and wealth than Retail Investors and are considered capable of
understanding and bearing the risks associated with complex investments. Regulators may require Qualified
Investors to meet specific income or asset thresholds or have professional qualifications to qualify for
certain investment opportunities.

**R - Reporting Entity:**

- **Related Terms:** Financial Statement, Regulatory Reporting, Data Collection

- **Explanation:** A Reporting Entity is an organization or individual required to prepare and submit
financial reports or regulatory reports to regulatory authorities. Reporting Entities must comply with specific
reporting requirements set by regulators, such as disclosing financial information, operational data, and
compliance information. The reports submitted by Reporting Entities play a crucial role in monitoring the
financial health, performance, and compliance of the entity and are used by regulators, investors, and other
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stakeholders to make informed decisions.

**S - Solvency II:**

- **Related Terms:** Risk Management, Capital Adequacy, Insurance Companies

- **Explanation:** Solvency Il is a regulatory framework established by the European Union to regulate and
supervise insurance companies operating in the EU. Solvency Il aims to ensure the financial stability and
solvency of insurance companies by setting out capital requirements, risk management standards, and
governance rules. Under Solvency Il, insurance companies are required to maintain adequate capital
reserves to cover potential losses and liabilities, assess and manage risks effectively, and report their
financial condition regularly to regulatory authorities.

**T - Transaction Reporting:**

- **Related Terms:** Market Abuse, Trade Reporting, MiFID I

- **Explanation:** Transaction Reporting refers to the process of reporting details of financial transactions,
such as trades in financial instruments, to regulatory authorities in compliance with regulatory requirements.
Transaction Reporting aims to promote market transparency, detect and prevent market abuse, and ensure
the integrity and efficiency of financial markets. In the UK, transaction reporting obligations are governed by
regulations such as the Markets in Financial Instruments Directive Il (MiFID II), which sets out detailed
requirements for reporting transactions in financial instruments.

**U - Unregulated Market:**

- **Related Terms:** OTC Market, Dark Pool, Alternative Trading System

- **Explanation:** An Unregulated Market is a financial market or trading venue that operates outside the
scope of regulatory oversight or supervision. In unregulated markets, participants may trade financial
instruments without being subject to the same regulatory requirements and investor protection measures
as regulated markets. Unregulated markets can pose risks to investors, such as lack of transparency,
inadequate disclosure, and potential market manipulation. Participants in unregulated markets should
exercise caution and be aware of the risks associated with trading in such environments.

**\/ - Value at Risk (VaR):**

- **Related Terms:** Risk Management, Market Risk, Stress Testing

- **Explanation:** Value at Risk (VaR) is a statistical measure used to quantify the potential loss or risk
exposure of a portfolio of financial assets over a specific time horizon at a given confidence level. VaR
estimates the maximum loss that an investment portfolio could suffer under normal market conditions
within a specified period, taking into account historical price movements and volatility. VaR is a key risk
management tool used by financial institutions and investors to assess and manage market risk, set risk
limits, and monitor the risk profile of their investments.

**W - Whistleblowing:**

- **Related Terms:** Ethics, Compliance, Protection

- **Explanation:** Whistleblowing refers to the act of reporting misconduct, unethical behavior, fraud, or
illegal activities within an organization to internal or external authorities. Whistleblowers play a critical role
in exposing wrongdoing, promoting transparency, and protecting the interests of stakeholders.
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Whistleblowing policies and procedures are designed to encourage and protect individuals who report
concerns in good faith, ensuring confidentiality, non-retaliation, and fair treatment for whistleblowers.
Whistleblowing is an important aspect of corporate governance, compliance, and risk management in
organizations.
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