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WELCOME NOTE

s we warmly welcome 2019 and bid farewell
to the year 2018, the time has come to
remember the highlights of the past year
in this new issue of “The DFSA in Action’.
We continue to work consistent with our
vision of being an internationally respected
regulator for financial services conducted in or from the Dubai
International Financial Centre (DIFC). Against a challenging
backdrop of uncertainty in global markets, we have many
accomplishments in 2018!
We are proud to show continued growth in the DIFC as
the year-end total of financial services firms now totals 493.
This number includes 37 commercial banks, 20 insurers, 92
licensed asset managers and 56 fund managers. We also have
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2 Innovation Testing Licence Firms, 3 credit rating agencies,
16 Registered Auditors and 116 DNFBP’s (Designated
Non-Financial Businesses and Professions). Rounding out
the number of firms are nearly 200 advisors, arrangers, and
representative offices. The total balance sheet of DIFC-based
commercial banks is now almost USD 160 billion. Of the
Financial Stability Board’s list of 29 Globally Systematically
Important Banks (also known as GSIBs), 26 are already
conducting financial services in or from the DIFC. Those firms
are active in the DIFC due to our adherence to international
standards and global best practices. Importantly, not only are the
number of firms increasing in the DIFC, their financial services
activity continues to deepen. Firms are adding new staff and
increasing the breadth of products and services each year.




Encouragingly for the long-term growth of the Centre, we
saw a significant increase in the numbers of Funds and Fund
Managers established in the DIFC in 2018. We licensed fifteen
Fund Managers in 2018, with the number of funds increasing
to levels previously unseen in the DIFC. Currently there are 69
Funds established in the DIFC, of which 25 were established
in 2018. This is again quite an achievement given the difficult
macroeconomic backdrop both regionally and globally.

For capital markets activity within the DIFC, the total listing
size for 2018 increased to USD 15.49 billion. The number
of listings in 2018 surpassed the total number of listings in
the last three years. The DFSA plays a key role in providing a
leading listing framework for Sukuk, which now represent one
of the most successful products in Islamic finance and one
of the fastest growing sectors in the global financial market.
This market continues to show significant growth and DIFC
continues to maintain its position as a leading global listing
centre for Sukuk issuers with the largest listed sukuk value of
any global centre listed on Nasdaqg Dubai at USD 58.04 billion.

On the FinTech front, we continue to facilitate technological
developments in the Centre. This includes a number of policy-
related initiatives covering crowdfunding,
payment services and digital assets. We

of a thematic review of Client Classification and Suitability
practices. The review aimed at verifying that clients of regulated
firms in the DIFC were classified appropriately, according to
the rules set out by the DFSA and according to each firm’s
authorised activities. This review also assessed how each firm
determined the suitability of products and services for each
client, based on that client’s knowledge, expertise and risk
appetite. Client classification and suitability assessments — and
all forms of investor protections — will continue to be very high
DFSA priorities and will remain in the DFSA’s future supervisory
agenda. Our supervisory actions this year also highlighted a
need to focus on corporate governance, even with firms that
are not headquartered in the DIFC, but maintain a significant
presence in the region through the DIFC operations.

We remain committed to investing in a robust enforcement
framework, conducting investigations and taking enforcement
action in respect of contraventions of our laws and regulations
to protect investors and the reputation and integrity of DIFC
financial services. The DFSA took two enforcement actions
in 2018 that we would like to highlight. In one instance,
we enforced a fine on an individual for failing to cooperate
and provide information regarding an
investigation, and in another instance,

also expanded our Innovation Testing
Licence (ITL) programme by launching
cohorts one and two during 2018, which
accepted applications from interested
firms. In late 2018, Sarwa Digital Wealth
Management Ltd, a Dubai FinTech start-up
that participated in the FinTech Hive at DIFC
Accelerator became the first FinTech firm to
graduate from our regulatory sandbox, and
to transition from an ITL to an unrestricted
financial services licence.

The DFSA has entered into several

NOT ONLY ARE
THE NUMBER OF
FIRMS INCREASING
IN THE DIFC,
THEIR FINANCIAL
SERVICES ACTIVITY

we fined an individual for misleading
the DFSA by undertaking insurance
intermediation activities that contravened
DFSA legislation. These actions highlight
our willingness, and ability, to take actions
on individuals if we determine an individual
is at fault. We have a number of cases in
our enforcement investigatory process
right now.

We are constantly updating our rules and
regulations to answer market needs and

FinTech related agreements to cooperate CONTINUES 23fae§t?f;imfrm§tt (;;sgg gfg;tf?;?#gx ;E
in the development of financial technology. T DEEPEN. His Highness Sheikh Mohammed bin

In 2018, we signed FinTech agreements
with the Monetary Authority of Singapore

Rashid Al Maktoum, Vice President and

and Japan’s Financial Services Agency.
Furthermore, the DFSA joined peer
regulators in discussion on a Global
Financial Innovation Network. GFIN will
seek to provide a more efficient way
for innovative firms to interact with regulators, helping them
navigate between countries as they look to scale new ideas.

It will also create a new framework for co-operation between
financial services regulators on innovation related topics, sharing
different experiences and approaches. Global cooperation in
this field is critical to its long-term development.

Since the inception of the DFSA, several members of the
executive team have engaged with leading regulators of the
world and the global standard setting bodies such as the
Basel Committee on Banking Supervision, the International
Organisation of Securities Commissioners, the International
Association of Insurance Supervisors, the International Forum
of Independent Audit Regulators, and the Islamic Financial
Services Board. Several members of the DFSA executive team
have been nominated to lead certain efforts with these standard
setting bodies, including being chairpersons of key groups.
Engagement with our key stakeholders and the regulated
community remains at the forefront of everything we do and we
are proud of our achievements in this area.

We hosted a number of widely attended events during the
year, such as our Supervision annual outreach, annual Audit
outreach and the International Accounting Standards Board
Islamic Finance Consultative Group and the IOSCO Assessment
Committee Meeting. Earlier in the year, and as part of the
DFSA's risk-based supervisory efforts, we published findings

BRYAN STIREWALT,
CHIEF EXECUTIVE

Prime Minister of the UAE and the Ruler
of Dubai, has enacted the Regulatory
Law Amendment Law, DIFC Law No. (6)
of 2018. The Law came into force on 29
October 2018 and, together with changes
to DFSA Anti-Money Laundering Rules, will
make a number of important changes to the regulatory regime
in the DIFC. The amendments will enhance the anti-money
laundering and counterterrorist financing (AML/CTF) regime.
This will support the ongoing alignment of the DIFC regime with
the Financial Action Task Force (FATF) recommendations. This
alignment has been an objective of the DFSA since its inception.

In addition to the FinTech agreements mentioned already, we
strengthened our relationships with regional and international
counterparts to formalise arrangements for cooperation and
information sharing. In 2018, we signed Memorandums of
Understanding (MOUs) with the Central Bank of Bahrain, Central
Bank of Oman and Astana Financial Services Authority. In total,
we now have over 106 Memorandums of Understanding and
seven FinTech Agreements with other authorities.

I would like to take this chance to thank our stakeholders for
their support and the DFSA staff for the outstanding work done

throughout 2018. m
* As of 30 November, 2018
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THE YEAR OF ZAYED

INSPIRED BY THE 'YEAR

OF ZAYED', DFSA PURSUES
REGULATORY EXCELLENCE

he DFSA joined the

countrywide ‘Year of

Zayed’ celebration

by diligently pursuing
regulatory excellence, as inspired
by the late Sheikh Zayed bin
Sultan Al Nahyan, the founder
and father of the nation, whose
unprecedented commitment
and inspirational wisdom
masterminded the creation of this
global economy. With the year
2018 marking 100 years since the
birth of the Founding Father of
the UAE, his teaching continues
to spread across the UAE, with
several initiatives put in place to
commemorate his legacy.

INTERNATIONAL
STANDARDS IN THE
REGULATION OF
A WORLD-CLASS
FINANCIAL SERVICES
COMMUNITY
The impact of Sheikh Zayed’s
visionary leadership has led to
the transformation of the country
into a sustainable world-class
national economy, achieving high
global rankings and expanding its
footprint in the international arena.
His application of wisdom and
commitment to sustainability have
inspired the creation of financial
free zones, which strengthen
the financial services sector and
support the diversification of
the economy.

Following these footsteps,
the DFSA was founded on a
vision to meaningfully contribute
to the UAE’s financial services
sector through a regulatory
framework designed to ensure
the transparency, fairness and
integrity expected of leading
global financial centres. The Dubai
International Financial Centre
(DIFC), as a strategic hub bridging
the East and West, is regarded
throughout the world as a stable
and secure platform for businesses
and financial institutions looking to
tap into emerging markets across
the Middle East, Africa and South
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THE IMPACT OF SHEIKH ZAYED’S
VISIONARY LEADERSHIP HAS LED TO THE
TRANSFORMATION OF THE COUNTRY INTO A
SUSTAINABLE WORLD-CLASS NATIONAL ECONOMY

Asia. The DIFC’s prosperity has its
roots in its independent regulatory
body, the Dubai Financial Services
Authority (DFSA) that oversees
the operations of a world-class
financial services community.

LIFELONG LEARNING
FOR EMIRATIS WITHIN
THE WORKFORCE

The DFSA believes that it is only
through developing its talent

that it can achieve its vision of
being an internationally respected
regulator that follows the

highest international standards
appropriate for a modern and

TODAY, UAE
PROFESSIONALS
ACCOUNT
FOR

26%

OF THE
DFSA
WORKFORCE

international financial centre. In
line with the Emiratisation initiative
launched by the Government of
the UAE, the DFSA has created a
culture of learning and embedded
it in its systems.

The DFSA continues to be
guided by the strategic vision of
Sheikh Zayed in viewing its people
as a key future resource for the
sustainable development, growth
and prosperity of the UAE. Inspired
by his belief in empowering
Emiratis within the workforce, the
DFSA has championed the hiring
and development of UAE nationals
throughout the organisation.



FEATURE

Today, UAE professionals
account for 26% of the DFSA
workforce, many of whom are
graduates of its acclaimed
“Tomorrow’s Regulatory Leaders’
(TRL) graduate programme. With
a new intake of five high quality
graduates in 2018 from leading
universities across the UAE, the
programme continues to achieve
solid results.

LEADERS OF TOMORROW
Further testament to the DFSA’s
commitment to build high calibre
national capabilities is the number
of distinguished UAE National
leaders at the DFSA who have
and are contributing significantly
towards the continued success
of the DFSA. In 2018, the
DFSA continued to develop the
“Tagadum” programme, which
aims to enhance the leadership
skills of UAE nationals, by
equipping them with the necessary
knowledge and preparing them to
be the regulators of the future.
Emiratis are provided with
invaluable practical experiences
and are progressing to take on
leading positions within the DFSA.
More broadly, the DFSA continues
to build capability in the workforce
at senior and junior levels with
individual personal development
plans and cross-functional training,
with some graduates taking on
secondment opportunities with
international institutions across the
globe allowing them to benefit from
exposure to global practices within
the financial services sector.

EMPOWERMENT OF
EMIRATI WOMEN

“The woman is half of the society;
any country which pursues
development should not leave
her in poverty or illiteracy”.

HH Sheikh Zayed.

Another key reflection of Sheikh
Zayed'’s vision was his advocacy
for the empowerment of women.
Achieving gender balance was
also a key priority in the DFSA
strategy to attract, develop and
retain the right talent with a strong
belief that women and men can
both contribute to the success
of our organisation. The DFSA is
committed to the empowerment
of female talent and creating
an environment that supports
inclusion, gender balance and
diversity. At the moment women
represent 46% of the DFSA’'s
overall workforce, of which 40%
are female UAE nationals.

“THE WOMAN IS HALF
OF THE SOCIETY; ANY
COUNTRY WHICH PURSUES
DEVELOPMENT SHOULD NOT
LEAVE HER IN POVERTY OR
ILLITERACY”. H.H. SHEIKH

ZAYED

Through such initiatives, the
DFSA confirms its commitment to
building UAE national capabilities
in the area of financial services
regulation. The DFSA has made
consistent efforts in empowering
talented UAE women, enabling
them to contribute to the success
of the organisation. The DFSA
continuously invests in its UAE
women who are appointed in
senior roles and are playing a key
role in increasing awareness of
the work achieved by the DFSA
across the UAE. Emirati women
are also supported to take part in
DFSA’s international and regional
engagement with standard setters
and regulatory counterparts.

PROMOTING A
LEARNING CULTURE
BEYOND THE DFSA
Financial literacy is an essential
everyday life skill, even more

S0 in today’s environment of
social media. Fair treatment of
consumers and the promotion of
financial literacy should be high
on the list of priorities for policy

AT THE
MOMENT
WOMEN
REPRESENT

46%

OF THE
DFESAS
OVERALL
WORKFORCE
OF WHICH

40%

ARE FEMALE
UAE
NATIONALS

makers and regulators. One of
the ways the DFSA supports
financial literacy is through the
ongoing Bawabaty ‘My Gateway’
programme - a community
awareness initiative targeted at
the UAE youth sector with the
aim of educating them and
introducing them to the field

of Financial Services.

ALIGNMENT WITH
GOVERNMENT
INITIATIVES
Applying the key learnings from
HH Sheikh Zayed, the DFSA is
committed to contributing to the
prosperity of Dubai and the UAE.
The key areas of focus for the
DFSA revolve around alignment
with government initiatives and
the contribution to the delivery
of the Vision of His Highness
Sheikh Mohammed bin Rashid
Al Maktoum, Vice President and
Prime Minister of the UAE and the
Ruler of Dubai, for the creation of
a truly world-class financial centre,
contributing to the growth and
development of Dubai and the UAE.
Looking at the next phase in the
journey of the DFSA, the impact of
HH Sheikh Zayed characteristics of
strategic and visionary leadership
will continue to be evident. The
virtues of wisdom and sustainability
of Sheikh Zayed resonate with
the progress the DFSA has and
continues to make. In its pursuit
of regulatory excellence, the DFSA
is forever reminded of the leader
without whose visionary leadership,
none of these achievements would
have been possible. &
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2019 OUTLOOK

DFSA 2019 OUTLOOK

The year 2019 is poised
to be a year of great
opportunities for the financial
services market, with growth
expected from the advent of
technological advancements,
the various government
initiatives and the recent
budget announcements. Dubai
is increasingly expanding its
footprint, and thinking bigger
- adopting the most modern
approaches of innovation,
creativity and competitiveness
as new standards of a
global economy.

In 2019, the DFSA will
continue to play a key role
in helping to grow the DIFC
as one of the world’s leading
financial centres, building its
commitment to international
standards and best practices
to ensure active contribution
to supporting the Dubai and
UAE economy.

Whilst 2018 has been
a period of significant
achievements across the
DFSA with an ongoing
broadening and deepening
of the DIFC, 2019 is seen
as a promising year with stiff
challenges too. The DFSA
is planning a number of
initiatives as it continues to
adapt its focus to be agile and
responsive to market needs
and requirements. The DFSA
plans to have a deeper focus
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on business models, make
refinements to its risk-based
approach to supervision,
more public outreach and
communications, and a
dedication to more corporate
social responsibility.

Preparation for the FATF
Mutual Evaluation, which
the UAE will be subject to,
will continue to account for
a significant amount of the
DFSA time. This remains a key
priority in 2019, as the work
continues to ensure that the
regulated community have
implemented the changes that
were made to the DFSA AML
regime in 2018.

One of the key areas
that the DFSA will continue
to invest in is technology
and innovation, including
FinTech. The DFSA shall
continue to support the Dubai
Government and DIFC in the
development of the Dubai
FinTech ecosystem and
consolidate Dubai’s role as the
regional FinTech hub. It will
also continue to work closely
with the regulated community
as the technological
landscape evolves and will
remain committed to further
engaging with the firms. This
includes maintaining a close
relationship with the FinTech
Hive at DIFC, participation
in GFIN, and ongoing

THE DFSA VIEWS THE UAE
CITIZENS AS THE DRIVING FORCE
OF THE COUNTRY'S ECONOMIC

DEVELOPMENT

engagement with firms
offering RegTech solutions.

Using digital transformation
as a driver, the DFSA wiill
also focus more on adopting
new technologies within the
organisation as it seeks to
align itself with the Smart
Dubai initiative. This includes
seeking to increase automation
across the organisation and
making greater use of Artificial
Intelligence in our systems.
Further to this, the DFSA will
place more emphasis on end
user experience in the ongoing
digitalisation of its authorisation
and licensing process.

The DFSA views the UAE
citizens as the driving force
of the country’s economic
development and it is
constantly aligning itself with
key government initiatives.
DFSA constantly seeks to
empower and support local
young talent and to empower
the youth as they are the
key future resources for the

sustainable development,
growth and prosperity of the
UAE. The DFSA will continue
to invest in several initiatives
such as Tomorrow’s Regulatory
Leaders (TRL) programme,
which aims to develop their
skills in accordance with
international standards.

The DFSA's upcoming
Business Plan, which covers
the years 2019 and 2020, will
shed light on the key areas
of focus in much more detail.
It will set out the contribution
it intends to make to the
continued delivery of the
Vision of His Highness Sheikh
Mohammed bin Rashid Al
Maktoum, Vice President and
Prime Minister of the UAE and
the Ruler of Dubai, for the
creation of a truly world-class
financial centre, contributing to
the growth and development
of Dubai and the UAE. m



NEWS

DFSA BOARD APPOINTS NEW
CHIEF EXECUTIVE

ON 21 SEPTEMBER, THE
DFSA BOARD OF DIRECTORS
APPOINTED BRYAN STIREWALT AS
THE NEW CHIEF EXECUTIVE.

Bryan Stirewalt joined the
DFSA in 2008 and has
been with the DFSA for 10
years, serving for the last
eight years as Managing
Director, Supervision. He
has extensive experience
in financial regulation and
played an active role in
supporting the work of
international standard-setting
bodies. Bryan is the Co-Chair
of the Basel Consultative
Group, which provides a
forum for deepening the
Basel Committee on Banking
Supervision’s engagement
with country supervisors. He
is an experienced financial
regulator with a career that
spans over 30 years in
various public and private
sector roles.

The DFSA Chairman, Saeb
Eigner, commented on the
announcement: “The DFSA

plays a crucial role as the
independent financial regulator
of the DIFC. Bryan has played
a vital part in executing the
DFSA’s regulatory mandate
and developing its risk-based
supervision framework. He
comes with wide international
experience combined with a
thorough knowledge of the
workings of the DFSA. The
Board of Directors and | are
looking forward to working
with and supporting Bryan as
he takes the lead in steering
the work of the DFSA and
further developing its capability
as a robust regulator.”

The appointment is a step
towards ensuring that the
DFSA continues to deliver
world-class financial regulation
in the DIFC, positioning the
Centre as the top financial hub
in the region. m

DFSA RESTRUCTURES ITS

SUPERVISON DIVISION

Earlier this year, the DFSA
restructured its Supervision
Division based on the

future projected growth

of regulated entities and

the assessment of global,
regional and international
developments. The primary
objective of the restructure
was to deploy supervisory
resources more effectively and
more efficiently and further
refine the DFSA's risk-based
supervisory approach for the
ever-changing nature and

complexity of risk profiles
and business models in the
DIFC. While enhancing overall
corporate governance will

be a key cross-departmental
responsibility, three key areas
of focus were identified:

1. Prudential Risks, which
includes areas such as credit
risk, liquidity risk, market risk
and insurance risk;

2. Conduct of Business
Risks, which includes

areas such as financial
crime, suitability, client

asset protection and client
classification; and,

3. Operational and
Business Technology
Risks, which includes
areas such as cyber risks
and FinTech.

With the restructure of
the Supervision Division, the
team responsible for each
of the above risk areas will
review the entire regulated
population, rather than just
certain individual firms or
groups of firms. Further, this

means that most firms will not
have dedicated Relationship
Managers, except for firms
with a larger footprint,
heightened complexity or
those that require special
supervisory oversight. This
also means that vertical risk-
assessments to individual
firms will be less frequent, yet
the DFSA will be conducting
more horizontal review, based
on emerging risks, business
models and products. m
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NEWS

OUTREACH TO THE DIFC
REGULATED POPULATION

The DFSA's commitment

to engage with its key
stakeholders and the
regulated community of

the DIFC is reflected by

the various events held
throughout the year.
Qutreach, is a fundamental
part of the DFSA's mandate,
to ensure effective
communication with its

key stakeholders.

H In February, the DFSA
hosted its 9th Annual Audit
QOutreach event for Registered
Auditors (RAs) to share the
results of audit inspections
carried out in 2017. More
than a 100 attendees joined
the event, which was targeted

at Managing Partners,

Audit Principals and Money
Laundering Reporting Officers
of audit firms. In addition,

to the outreach, the DFSA
held various roundtable
discussions with RAs on
specific subjects, such as
client asset rules. The DFSA
issued the 2016-17 Audit
Monitoring Report, which
highlighted key findings from
the audit inspections that
were carried out in 2016 and
2017. During 2018, the DFSA
carried out pilot testing of a
new audit monitoring solution,
adding greater efficiency

and standardisation to audit
inspections. By doing this, the

DFSA joins a limited number
of global audit regulators
using Common Audit
Inspection Methodology.

B In June, the DFSA held
its 4th Annual Supervision
Outreach Session in
conjunction with the
Compliance Officers
Network Group. The event
was attended by over 250
participants. The event
served as a platform for

the DFSA to engage with

its regulated community
and other stakeholders in
respect of its key regulatory
priorities such as cyber
risks, fighting financial crime,
and ensuring suitability

of financial products and
services. Particular interest
was shown on developments
in the area of FinTech and

in the comprehensive work
undertaken by the DFSA to
prepare, and assist the UAE
authorities on a national

level, for the Financial Action
Task Force (FATF) Mutual
Evaluation due in mid-2019.
H In November, the DFSA
held the Authorisations
Outreach Session and
Stakeholder Roundtable. The
session focused on creating
further efficiencies in the
licensing process, including
various paperless initiatives. &

SEO LETTERS TO OUR REGULATED FIRMS

With the aim of keeping the regulated community up to date, the DFSA issued three “Dear SEO” letters over the course of the year:

B The first letter issued in
June, served as a reminder
concerning the Foreign
Account Tax Compliance
Act (FATCA) reporting
obligations and highlighted
the introduction of the

DIFC Common Reporting
Standards Law.

B The second letter,
published in July,
delivered the outcomes of

a thematic review regarding
financial crime.

B The third “SEO Letter”,
discussed the RegTech
efficiencies that have
been initiated by the DFSA,
introducing a new process
for the submission of
online applications to the
DFSA ePortal. More forms
have been recently added
to the ePortal including

the Representative Office
application form and an
Authorised Individual
application form. The
Authorised Individual
application is for both
applicant and Authorised
Firms, and is the most used
form the DFSA receives. The
conversion of these forms
to an electronic format has
prompted the removal of the

former paper-based forms.
The DFSA will continue to
implement electronic forms,
with the goal of ultimately
replacing all paper-based
forms. Receiving applications
and submissions in an
electronic format has also
created opportunities in
managing how the data

is processed. B

THE DFSAS REGULATED POPULATION
CONTINUES TO GROW

The DFSA's regulated
population continues to
grow, now approaching
500 Authorised Firms in
the DIFC. The growth in
the authorisation pipeline
remains broadly in line with
2017. Overall the DFSA now
regulates 493 Authorised
Firms. Additionally, the DFSA
registers and has oversight
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of 16 Registered Auditors
(RAs) and 116 Designated
Non-Financial Businesses
and Professions (DNFBPS).
This, combined with the
population of Authorised
Firms, reaches a total of 626
firms regulated by the DFSA.
Strong interest is seen from
a number of banks with
both global and regional

footprints, in addition to an
increasing number of brokers
and trading firms interested
in setting up business in

the DIFC. Additionally, there
is continued interest in the
DFSA's Qualified Investor
Fund (QIF) regime. ®




NEWS

CONDUCT OF BUSINESS -

TRENDS AND [SSUES

The DFSA continues to refine
its supervisory approach

to target areas of greater

risk and to apply regulatory
resources more efficiently. It is
moving to a broader thematic
model applying dedicated
resources, including hiring
strategies for business model
complexities and specific
areas of risk.

OUTCOME

OF CLIENT
CLASSIFICATION
AND SUITABILITY
REVIEW

In January, the DFSA
published the findings of
a thematic review of client
classification and suitability
practices at regulated firms.
The two primary objectives
of the review were: to
ensure authorised firms had
developed and implemented
effective frameworks
procedures for classifying
clients; and, to examine firms’
use of “suitability waivers”
in connection with
client agreements.

The DFSA concluded
that, overall, procedures had
improved since 2012, when a

similarly oriented review was
conducted, although some
concerns remained.

As such, client classification
and suitability remain key
conduct risks and areas of
supervisory priority.

The DFSA identified the
protection of client assets
and market conduct to be
priority risks. In respect of
the former, more than half of
the authorised firms in the
DIFC have permissions to
hold or control client assets.
The Supervisory team has
commenced projects to
examine how firms safeguard

client assets and audit
their practices.

With regard to market
conduct, the DFSA is
increasingly focusing its
attention on the effectiveness
of systems and controls used
by Authorised Firms to detect
and prevent market abuses.
Additionally, the DFSA has
rolled out processes to triage
notifications of suspected
market abuse lodged by
firms and to investigate
client and firm conduct,
where appropriate. m

DFSA PREPARES FOR THE FATF FINANCIAL
MUTUAL EVALUATION OF THE UAE

The DFSA is currently
preparing for the upcoming
Financial Action Task Force
(FATF) Mutual Evaluation of
the UAE, which is scheduled
for mid-year 2019. The
Mutual Evaluation is a peer
review to assess levels

of implementation of the
FATF Recommendations.

It includes assessors
conducting in-depth analysis
of a country’s system for
preventing criminal abuse of
the financial system.

The UAE, including the
DIFC Registrar of Companies
and DFSA, is currently
working on three major work
streams: 1) completing a Risk
Assessment to assess the
inherent money laundering
and terrorism financing risks;
2) completing a Technical
Compliance Self-Assessment
against the specific
requirements of the FATF
Recommendations; and
3) completing an Effectiveness
Self-Assessment to assess
the implementation of the
FATF Recommendations and
identify the extent to which the
DIFC has been successful in
achieving the set outcomes

that are central to a robust
AML/CFT system.

As a risk-based financial
regulator, the DFSA is
conducting AML-focused
risk assessments across
the regulated population
of Authorised Firms and
DNFBPs. These focused
risk-assessments are currently
underway to ensure that
Relevant Persons have
identified AML specific
risks for their business and
have appropriate mitigating
controls. The DFSA is also
conducting sector-based
AML/CTF reviews.

The reporting period for
Relevant Persons to submit
their Annual AML Return
closed on 30 September. This
is the second year the DFSA
has utilised the online AML
Return to gather data more
efficiently and use that data
in a way that helps achieve
compliance with global
standards for combating
financial crime. The AML
Return will also allow the
DFSA to assess Relevant
Persons’ compliance with
their AML/CTF and sanctions
obligations. Overall, the

AML Return has identified
adequate levels of adherence
to regulatory obligations;
however, there were some
AML areas identified which
will form part of the DFSA’s
supervisory approach.

The DFSA reminds Relevant
Persons that the submission
of Suspicious Activity Reports
(SARs) to the Financial

Intelligence Department

(FID) of the Central Bank

of the UAE is to be made
through the Online Suspicious
Transactions Reports

System. If SARs are currently
submitted through any other
means, the DFSA encourages
Relevant Persons to contact
the FID to set up a connection
to the online system. m
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NEWS

BANKING ASSET GROWTH IN THE DIFC

The total value of banking
assets in the DIFC has grown
to USD 157 billion (as of 30
September) - an increase of
over 6% since the same time
last year. Despite challenging
market conditions, the DIFC
reinsurance market has
recorded double digit growth
with annual gross reinsurance
premiums written in excess of
USD 1.7 billion.

There have been several
developments that have
added to the risk profile of
banks and insurers such as:
B Geopolitical developments,
in the region and globally,
including sanctions
B |ncreasing non-performing
loans in particular sectors
B Implementation of IFRS 9
B Global regulatory changes
in insurance
B |ntroduction of VAT
Prudential supervision
has focused on enhanced

supervision of higher risk
entities, the early identification
and early intervention
to ensure problems are
addressed in a proactive
and timely manner. The
DFSA worked cooperatively
with home regulators to
ensure effective resolution
of supervisory issues in a
transparent and consistent
manner.

Relationships with home
regulators are a key factor
in DFSA's effectiveness of
authorising and supervising
firms in the DIFC. Cross-
border operations of
firms (branch operations)
are subject to prudential
inspection and regulatory
reporting requirements similar
to those for subsidiaries and
include contacting the home
supervisor to assess whether
or not the firm continues to
be in good standing and that

DUBAI MERCANTILE
EXCHANGE (DME)

For the first three quarters of
2018, the trading value for
DME’s physical delivery OQD
futures contract decreased by
2% compared to the first three
quarters of 2017, with volume
decreasing by 28% for the
same period.

With respect to the two
newly introduced cash settled
contracts DBI and DCD, for
DBI the value traded in the
first three quarters of 2018

was 824% higher than the
corresponding value traded

in the first three quarters of
2017, with volume increasing
by 414% for the same period.
For DCD the value traded

in the first three quarters of
2018 was 10% lower than
the corresponding value
traded in the first three
quarters of 2017, with volume
decreasing by 35% for the
same period. &

NASDAQ DUBAI

For the first three quarters of
2018 Nasdag Dubai’s (ND)
trading values decreased 14%
compared to the first three
quarters of 2017. With respect
to trading volume, ND’s
trading volume for the first
three quarters of 2018 was
44% lower than ND's trading
volume for the first three
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quarters of 2018.

With respect to futures
traded on ND, for the first
three quarters of 2018, ND
trading values decreased 56%
compared to the first three
quarters of 2017, with trading
volume 51% lower for the
same period. &

THE TOTAL VALUE OF
BANKING ASSETS IN THE DIFC
HAS GROWN TO USD157 BILLION
(AS OF SEPTEMBER 30), AN
INCREASE OF OVER 6% SINCE THE
SAME TIME LAST YEAR

and risks, the DFSA hosted a
regional supervisory college
for one of the DIFC banks
and also attended several
colleges hosted by home
regulators of firms operating
in the DIFC. These colleges
provide a forum for useful
and engaging discussions
amongst the regulators and
bank management. B

the supervisor practices global
consolidated supervision
where applicable. The DFSA
provides information to the
home supervisor in the
event that concerns arise
that may impact host
regulatory practices and in
other cases when requested
by home supervisors.

As part of the its efforts
to enhance regulators’
understanding of governance

DEDICATED TO
EXPANDING [SLAMIC
ECONOMY

The DIFC continues to maintain its position as a leading
listing centre for Sukuk issuers. Up until end of November
this year, a total of 16 issuers had sought Sukuk listings
on Nasdaqg Dubai, with an aggregate issue value of
approximately USD 11.78 billion. The interest from issuers
such as sovereigns and supra-national banks to list

their Sukuk, remained strong this year, contributing to
approximately 61 per cent of the aggregate value.

THE TOTAL ISSUED VALUE OF
ALL 82 OUTSTANDING SUKUK
LISTED ON THE EXCHANGE

IS APPROXIMATELY USD 58.04
BILLION, THEREBY POSITIONING
ITSELF AS A LEADING GLOBAL
SUKUK CENTRE.

The value of these Sukuk makes up around 78% of the
all-outstanding debt securities listed on Nasdaq Dubai. The
issuers and their obligors and guarantors of the Sukuk and
the debt securities are based either in the UAE or in other

jurisdictions including China, Indonesia, Kingdom of Saudi
Arabia, Kuwait and United States of America. B



NEWS

UPGRADE IN THE ELECTRONIC PRUDENTIAL
REPORTING SYSTEM (EPRS)

This year, the DFSA has
commenced its work on a
major update to EPRS forms.
The revisions were necessary
due to the implementation of
IFRS 9, and various PIB Rules
introduced or modified since
the last major update of EPRS
in 2015. The update also
addresses observations

of the past three years of
usage experience. The key
changes comprised:

B Amendments to the
balance sheet form to

reflect IFRS 9 changes to
financial asset categories and
additional forms to track credit

loss charges relating to stages
1, 2, and 3 exposures.

B Revisions to and additional
capital related forms to reflect
changes of presentation

of capital adequacy to a

ratio basis.

B Additional NSFR forms and
modifications to the liquidity
mismatch schedule.

B Modifications to asset
management related forms.
W Miscellaneous changes
include enhancements of
some activity reporting forms
(e.g. Credit and Funding
activities) and PRU guideline
clarifications.

In total there were 24 EPRS
Forms that required changes,
11 new forms were introduced
and three forms removed.

The DFSA intends to
implement these changes in
early 2019. m

DFSAS GREEN BOND
BEST PRACTICE
GUIDELINES

In its continuous efforts

to improve transparency,
consistency and uniformity of
sustainable Sukuk and bond
issuance to help investors
make informed investment
decisions, the DFSA issued a
Markets Brief in August 2018
on Green Bond Best Practice
Guidelines. The guidelines
provide further guidance

information about the
approach to the prospectus
approval and listing of green
Sukuk and bonds in the
DIFC. The Markets Brief sets
out voluntary best practices
guidelines for issuers seeking
to fund environmental and
social related projects and
assets. ®

DEFSA ALLOWS
REMOTE ACCESS
TO EXCHANGES

The DFSA's regulatory
framework allows remote
access by brokers and
participants from recognised
jurisdictions so that they
can directly trade on its
markets. The DFSA granted
Recognised Member status
to three brokerage and/or
clearing firms to expand the
scope of business activities
for existing members.

Recognition status was
revoked for three firms,
which brings the number

of recognised firms to 59
firms. In addition, three
Recognised Body application
requests were granted to
three overseas Exchanges/
Multilateral Trading Facilities,
bringing the total number of
Recognised Bodies to 14. B

REGULATORY DEVELOPMENTS OF THE DIFC
EXCHANGE-TRADED DERIVATIVE MARKETS

Two recent developments
highlight the growing
relevance of the DIFC’s
exchanges and clearing
house. Nasdaqg Dubai (ND)
has listed derivatives with

the indices of Dubai Financial

Market and Abu Dhabi
Exchange as the underlying
price reference. ND is also
planning to launch single
stock futures on some of
Saudi Arabia’s leading listed

companies in the second
half of 2018.

On 31 July, ND announced
the names of 12 Saudi
listed companies, with a
combined market value of
859 billion Saudi riyals (AED
841.3bn), for which it plans
to launch future contracts.
The companies are active in
sectors from real estate and
petrochemicals to banking
and transport and account

for 43% of the Tadawul
market capitalisation. The
Saudi futures will begin
trading in Saudi Riyals on ND
in the third or fourth quarter
of this year.

From October 2018
onwards, the Dubai
Mercantile Exchange’s
flagship contract will be used
as price reference in the
official selling price for Saudi
Aramco oil. It is the first time

the pricing mechanism
has been changed since
the 1980s.

Both developments are
very positive signs that
the credibility of the DIFC
as a trading infrastructure
for derivatives trading is
robust and recognises the
regulatory framework of
these markets. &
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NEWS

DFSAS ENFORCEMENT
ACTIONS

The DFSA regularly conducts
investigations and takes
enforcement action in respect
of contraventions of its laws
and regulations to protect
investors and the reputation

and integrity of DIFC financial
services. In taking such action
it seeks to credibly deter
similar breaches by other firms
or individuals.

ONE OF THE DFSA’'S MAIN
OBJECTIVES IS TO PREVENT, DETER
AND RESTRAIN CONDUCT OF
AUTHORISED INDIVIDUALS AND
FIRMS THAT CAUSES OR MAY CAUSE
DAMAGE TO THE REPUTATION OF
THE DIFC, OR THE FINANCIAL
SERVICES INDUSTRY IN THE DIFC.

By doing so, it protects
direct or indirect users or
prospective users of the
financial services industry in
the DIFC.

In its ongoing efforts to meet
those objectives, the DFSA
requires that all regulated
persons provide complete
and accurate information
and deal with the DFSA in an
open and cooperative manner.
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Failure to provide complete
and accurate information is
taken very seriously, it is thus
imperative that regulated
persons deal with the DFSA
in an open and cooperative
manner.

To date, the DFSA has
taken two Enforcement
actions to demonstrate
the importance of these
requirements.

DFSA TAKES
ACTION FOR

FAILING TO
COOPERATE
AND PROVIDE

INFORMATION

The DFSA imposed a
fine against a firm and an
individual for serious failures
to provide complete and
accurate information relevant
to a DFSA investigation, which
commenced in 2014. The
investigation found that:

W the firm had failed to
comply fully with requirements
to provide the DFSA with
information relevant to the
investigation and deal with
the DFSA in an open and
cooperative manner; and

W the individual engaged
in conduct intended to
obstruct the DFSA in the
exercise of its powers,
without having a reasonable
excuse for doing so. The
individual also provided
information that was false
or misleading to the DFSA,
and concealed information
where the concealment of
such information was likely to
mislead the DFSA.

The DFSA imposed a

fine of USD 205,200 (AED
753,084) on the firm. The firm
also paid USD 100,000 (AED
367,000) towards the DFSA's
investigation costs; and USD
32,640 (AED 119,789) on

the individual.

SCAMS AND

CONSUMER ALERTS

The DFSA regularly
publishes consumer alerts
on its website alerting the
public about the most recent
scams affecting the DIFC
and investors. The DFSA has
issued 15 consumer alerts
since 1 January.

DFSA COMPLAINTS
The DFSA assessed 151
complaints to date in 2018.
The downward trend in
the number of complaints
received in comparison to
previous years continues, as
a result of the enhancements
that were applied to the
filtering mechanisms of the
Complaints Portal on the
DFSA website. B



NEWS

DFSA WELCOMED
NEW HEAD OF
ENFORCEMENT

IN JANUARY THIS YEAR, THE DFSA
WELCOMED PATRICK MEANEY AS
THE NEW HEAD OF ENFORCEMENT.
PATRICK HAS 25 YEARS OF
EXPERIENCE IN FINANCIAL SERVICES

AND MARKETS REGULATION.

Prior to joining the DFSA,
he was a Manager in the
Wholesale Enforcement
Department of the Financial
Conduct Authority (FCA) for
almost seven years. During
his time at the FCA he was
responsible for investigations
into Libor misconduct
where his team enforced
record financial penalties
against three banks and two
brokerage firms, and fines and
prohibitions against two senior
and five other individuals.

Patrick held several senior
legal, regulatory enforcement
and forensic investigation
roles in Australia, Hong Kong
and Japan. This included
serving as General Counsel
and Head of Enforcement
at the Australian Prudential
Regulation Authority and Head
of Listing Enforcement at the
Hong Kong Exchanges and
Clearing Limited.

He is admitted to practice
Law in Australia and has
postgraduate qualifications in
Law and Applied Finance. ®

LISTING AUTHORITY
ENHANCES ITS
APPROVAL PROCESS

The DFSA'’s Listing Authority
continues to improve its
approval process in terms of
quality and turn-around times.
Throughout the course of

the year, the DFSA engaged
with a diverse group of
stakeholders to seek feedback

on processes and make
adjustments where necessary.
One of the DFSA’s primary
objectives is for the Listing
Authority to be approachable
and to provide guidance to
first time issuers of securities
in the DIFC. m

H.H. SHEIKH MOHAMMED BIN RASHID
ENACTS DIFC REGULATORY AMENDMENT LAW

On 3 October, the DFSA
welcomed changes to the
Regulatory Law Amendment
Law, DIFC Law No. (6) of
2018, that were enacted

by His Highness Sheikh
Mohammed bin Rashid Al
Maktoum, Vice President and
Prime Minister of the UAE
and the Ruler of Dubai. The
Law, which amended the
Regulatory Law 2004, came
into force on 29 October.

Together with changes to
DFSA Anti-Money Laundering
Rules, the changes made a
number of important changes
to the regulatory regime in
the DIFC.

The amendments followed
the DFSA conducting a
self-assessment of the DIFC
framework in preparation for
the upcoming UAE Financial
Action Task Force (FATF)
Mutual Evaluation in 2019.

The amendments will improve
the anti-money laundering
and counter-terrorist financing
(AML/CTF) regime and help to
ensure the DIFC regime meets
the FATF standards.

The changes included
updating the DFSA’s approach
to registration and supervision
of DNFBPs (Designated
Non-Financial Businesses or
Professions). This included
a prohibition on DNFBPs

conducting any DNFBP
activities, in or from the DIFC,
without being registered by
the DFSA.

Further, the changes also
included improvements to
the supervisory regime, to
enable the DFSA to suspend
or withdraw the registration of
a DNFBP, if it has breached of
the Law or the AML Rules or
other AML legislation. &

REGULATORY COLLABORATION ON
INVESTIGATIONS

The DFSA continues
to collaborate with both
regional and international
regulators on investigations
and enforcement activities.
Regionally, the DFSA

regularly engages with the
Emirates Securities and
Commodities Authority, UAE
Insurance Authority, Central
Bank of the UAE and the
Dubai Police.

Internationally, the
DFSA continued to
share information about
investigations and regulatory
concerns with other
regulators from Europe,

America and Asia, and to
coordinate regulatory actions.
Furthermore, the DFSA has
made strong contributions to
standard-setting bodies such
as the IOSCO and the IAIS. ®
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FEATURE

In the big data era and

the data centric world

we live in, regulators are
constantly challenged

to effectively leverage
forensic data analytics to
optimise investigations and
enforcement actions. There
is a rising need to interrogate
complex data sets provided
from multiple sources, and
the DFSA is expanding its
analytics to respond to this
challenge and conduct its
investigations more efficiently
and effectively.

As we continue to witness
advances in technology that
are transforming both what
we do and how we do it,
the DFSA is committed to
invest in and adapt to those
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LEVERAGING FORENSIC
DATA ANALYTICS AND BIG
DATA THINKING IN DFSAS
INVESTIGATIONS

THE INVESTMENT MADE BY THE DFSA

INTO TECHNOLOGY AND HUMAN RESOURCES MEANS
THAT ITS INVESTIGATION CAPABILITIES MATCH
THOSE AT LEADING FORENSIC CONSULTING FIRMS.

changes. The DFSA has
been at the forefront of these
changes with significant
investment in forensic

technology and analytic tools.

Whilst the technology
buzzword ‘Big Data’ gets
bandied about at every
opportunity, the very real
challenge we face is how to
find the forensically important
data in a store containing

huge volumes of irrelevant
material. Data visualisation
and data analytical tools
provide insights into patterns
of transactions and behaviour
that may not be identifiable
through traditional tools used
for investigations.

The DFSA has also ensured
that the graduates going
through its TRL (Tomorrow’s
Regulatory Leaders)

programme are fully equipped
to take advantage of the
latest advances in forensic
technology.

The DFSA will continue to
explore ways to enhance it
forensic technology capability
to meet the challenge to
investigative efficacy posed by
big data. m



FEATURE

Documents such as emails, pdfs,
word files, excel workbooks, text
files, instant communication,
and phone messages (e.g. in a
recent investigation there were
over 6 million documents)

Chiess:  J—

DOCUMENT
PROCESSING AND
INDEXING

Identification of specific
attributes of documents to
enable faster searching. This
includes a de-duplication
and de-threading process.

Indexed Documents

VISUALISATION
TOOLS

This provides an overview of the
data to identify relevant persons
and periods of interest. This can
be used to be direct and refine
the document review process.

Identified Relationships

DOCUMENT REVIEW
PLATFORM

E-discovery software that allows
the user to search for specific
documents of interest. These
will be used during interviews
of key persons and included

as evidence in the case.

DATA COLLECTION

Forensic imaging of
computers, laptops, drives,
servers and phones.

OTHER DATABASES

(e.g. Regulatory Information System)

PREVIEW OF THE
VARIOUS TOOLS
CURRENTLY
DEPLOYED BY
DFSA (HOW THEY
ARE USED, AND
HOW THEY FIT
INTO A TYPICAL
INVESTIGATION)

ARTIFICIAL INTELLIGENCE

The DFSA is trialling the use of Machine
Learning software which allows the system

to identify similar documents or connections

which may not have been visible using the
existing visualisation and review tools.

Bank statements, financial records,
accounting data and phone records
(e.g. in a recent investigation this
included 2 million accounting records)

DOCUMENT/DATA
CONVERSION TOOLS

Preparing the documents/
data for analysis. This
includes specific software to
convert bank statements into
standardised excel files that
are added to database.

_______________________________ > : Database with

standardised fields
W and file formats

VISUALISATION
TOOLS

Forensic investigation software
that enables the identification
of relationships amongst large
number transactions. The
same tool can be used for
visual presentation of the case
and is often used in courts.

Sample Transactions

ANALYTICAL
SOFTWARES

Customisable which use coding
to perform advanced analytics
to identify specific postings
transactions amongst large
datasets. This is often used in
a cash/asset tracing exercise.
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FINTECH

DRIVING INNOVATION
IN FINTECH

HOW THE DFSA SUPPORTS AND STRENGTHENS THE UAE'S NATIONAL

INNOVATION DRIVE

he FinTech landscape
and market are evolving
and developing at great
speed both locally and
globally. As a regulator, the DFSA
prides itself on recognising the
important role innovation and
technology have to enable a wide
range of financial services business
models, products and services.
The DFSA has allocated ample
time to develop and modernise
its regulatory frameworks in order
to remove any unnecessary
impediments to this evolution.
The DFSA's support of FinTech
development is in line with the
National Innovation Strategy, set
out by the UAE Vice President,
Prime Minister and Ruler of Dubai,
His Highness Sheikh Mohammed
Bin Rashid Al Maktoum, to create
an innovation-friendly ecosystem.
There are also many initiatives at
Emirate level, such as the Dubai
2021 plan and Smart Dubai, which
the DFSA actively engages with
and supports.

DFSA REGULATION
AND INNOVATION

As part of its commitment to
fostering innovation in the UAE,
the DFSA launched the Innovation
Testing Licence (ITL) in May 2017,
which enabled firms to develop
and test innovative concepts in
or from the DIFC, without being
subject to all the regulatory
requirements that normally apply to
Authorised Firms.

The ITL recognises that
FinTech firms may struggle to
meet full regulatory requirements
and enables them to test their
products in a safe environment
subject to various restrictions
and conditions. Firms which
have obtained the ITL include
those using technology to
provide access to advice and
personal finance as well those
providing alternative financing
platforms. The DFSA sees the
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THE DFSA PRIDES ITSELF ON RECOGNISING
THE IMPORTANT ROLE INNOVATION AND

TECHNOLOGY HAVE TO ENABLE A WIDE RANGE OF
FINANCIAL SERVICES BUSINESS MODELS, PRODUCTS

AND SERVICES

ITL as providing a useful source
of information about market
developments and a better
understanding of innovative
business models in use.

In May, the DFSA announced
the expansion of the ITL, in
response to continued interest in
FinTech and the digital economy.
Six firms were invited into the
new cohort — Cohort 1. Through
the cohort, the DFSA is better
able to manage the large number
of applications. Since then, and
building on the success of this
cohort, applications for Cohort 2
were open in November this year,
encouraging interested firms to

THE DFSA
COLLABORATES
WITH

11

OTHER
FINANCIAL
REGULATORS
AROUND
THE WORLD

apply online through the DFSA
website. Interested parties should
look to the DFSA’s website for
further information.

Further policy work is being
undertaken to accommodate, in
an appropriate manner, activities
that utilise digital assets -
sometimes referred to as crypto-
assets - in or from the DIFC. The
DFSA is also considering how a
payment systems framework, for
example, money transmission
and the provision of stored value
in digital wallets, would fit into its
regulatory framework.




FINTECH FEATURE

CLOSE COOPERATION
WITH FINTECH
HIVE AT DIFC

In early 2017, FinTech Hive at
DIFC was launched by the DIFC
in partnership with Accenture, a
leading global professional services
company, to provide a platform
for the world’s most innovative
start-ups to test, develop and
adapt their solutions to meet the
evolving needs of the region’s
financial services and insurance
industries. This programme is
set to provide a wide range of
programmes and opportunities
to allow FinTech firms to set up in
the DIFC. FinTech Hive at DIFC,
the first and largest financial
technology accelerator in the
Middle East, is in its second year
of operation, has successfully
run one accelerator programme,
and is now running the second
such programme.

The DFSA is working closely
with FinTech Hive at DIFC, actively
supporting the accelerator
programmes and meeting with
start-up firms who may wish
to apply for a financial services
licence after the programme and
providing them with informal
assistance as to the best approach
to take.

The DFSA participated in
the Hive Interview Days for the
2018 FinTech Hive Accelerator
Programme. From those
interviews, 22 finalists, from a pool
of 300 applicants, were chosen to
participate in the 2018 programmme.
The business models of the finalists
were a mix of FinTech, Islamic
FinTech, RegTech and InsurTech.

DISCUSSIONS

WITH PEERS ON A
GLOBAL FINANCIAL
INNOVATION
NETWORK

The DFSA continues to work
closely with regulators globally to
coordinate a consistent approach
and facilitate the sharing of cross-
jurisdictional experiences. To this
end, the DFSA in collaboration
with 11 other financial regulators
and associated organisations from
around the world, issued in August,
a discussion paper announcing
the establishment of a Global
Financial Innovation Network
(GFIN) and consulting on its
proposed functions.

GFIN is a concept introduced in
January 2018 by the UK Financial
Conduct Authority as a way for
financial services regulators from

across the globe to collaborate

on common FinTech challenges,
promote consistent regulatory
engagement, and increase the
speed of cross-border adoption of
emerging technologies.

GFIN is a network of leading
global regulators, which will seek
to conduct joint work and share
experiences of financial innovation,
to improve financial stability,
integrity, customer outcomes and
inclusion, through the responsible
adoption of emerging technologies
and business models. GFIN has
launched the discussion paper to
seek views on its mission statement,
its proposed functions, and where it
should prioritise activity.

WHAT IS THE DFSA
DOING IN RESPECT
OF REGTECH?

Regulatory Technology
commonly referred to as
“RegTech” is a field in the financial
services industry that uses
technology to further improve
regulatory processes. It is
evident that the increasing use of
technology by both regulators and
market participants is becoming
an important way for regulators
to facilitate their own activities as
well as for market participants to
meet their regulatory obligations.
The objective of RegTech is to
enhance transparency as well as
consistency and to standardise
regulatory processes, to deliver
sound interpretations of regulations
and thus to provide higher levels of
quality at lower cost. It can bring
increased efficiency to operational
flows, new risk insights, and other

22

FINALISTS
WERE
CHOSEN TO
PARTICIPATE
IN THE 2018
PROGRAMME

benefits, for both regulators and
market participants.

In line with all its efforts in this
area, the DFSA has embraced
RegTech and has been very active,
particularly in the past 18 months.
At the DFSA, RegTech is looked at
from two perspectives; how firms
utilise technology to meet DFSA's
regulatory requirements; and how
the DFSA utilises and rolls out
technology to manage its mandate
as a world-class regulator.

The DFSA sees a huge potential
in RegTech in easing regulatory
burden and increasing industry
compliance and data accuracy. On
this basis, the DFSA has engaged
with a number of RegTech firms
(mainly from FinTech Hive@DIFC)
who do not need to be licensed
by the DFSA to understand
developments in this area and to
facilitate progress where possible.

The DFSA has made significant
inroads in the way it collects
and uses technology. It recently
introduced the common enquiry
portal, which is now used by
regulated firms in the DIFC. This
portal allows regulated firms to
place all their enquiries with the
DFSA in an automated fashion
and provides date and time
stamped trail for DFSA to track
each enquiry throughout their
processing. Furthermore, there has
been an improvement in the way
applications from new applicants
and regulated firms are processed,
and the rolling out of applications
and other forms in digital format
is now in its final phases. More
initiatives are being developed and
will be rolled out in 2019/2020. m
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INNOVATION

DFSA EMBEDDING

INNOVATION AND DIGITAL
TRANSFORMATION IN THE
CORE OF ITS OPERATIONS

BY WALEED SAEED AL AWADHI - CHIEF OPERATING OFFICER

apid and disruptive
advances in technology,
represent by far
the most exciting
opportunity facing us today.
There is no doubt that technology
has and will continue to be a
major factor that contributes
to the strategic direction of any
organisation. At the DFSA, we
believe that leveraging from the
advances of technology can
lead to further success for our
organisation. Technology is
revolutionising not only what we do
but also the way we do it.

The DFSA has been innovating
and digitalising many of its external
and internal solutions for a while
now with emphasis on automation
and efficiency within the DFSA’s
daily operations, however a fresh
drive to further strengthen our
capabilities has been launched to
take us further along this exciting
time for all things technology.

As a regulator, we have
witnessed the extraordinary global
evolution of financial services over
the past years and the increasing
importance placed on technology
and innovation. We recognise
the importance of constantly
reflecting on the emerging trends
and broader changes affecting
our industry and to ponder their
implications on the way we operate
our business.

In line with this ethos, we
have embarked on a digital
transformation journey through
the adoption of technological
advancements and smart initiatives
that aim to increase efficiency and
productivity for us to be better
equipped for the future.
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EXPLORING THE
USE OF ARTIFICIAL
INTELLIGENCE

We have been using Artificial
Intelligence (Al) solutions for
several years in the areas of cyber-
security including cutting-edge
real-time malware analysis and Al
background checks on prospective
firm applications. We are now
looking to further enhance this offer
and to explore the use of Artificial
Intelligence with a particular
emphasis on Machine Learning

A FRESH DRIVE TO
FURTHER STRENGTHEN
OUR CAPABILITIES HAS
BEEN LAUNCHED TO TAKE
US FURTHER ALONG THIS
EXCITING TIME FOR ALL
THINGS TECHNOLOGY




TECHNOLOGY FEATURE

and other disruptive advances
to innovate and revolutionise
our licensing and the review of
regulatory compliance.

Within our operations, we have
launched a number of initiatives,
including a paperless drive with
an aim to reduce the number
of printers at the DFSA by over
80% by the end of 2019. We
are also further enhancing our
Business Intelligence and analytics
integration across our systems,
potentially adding Al to help with
forecasting and predicting. Further
enhancements to the end user
experience with more online
forms for new applicants are
all currently in development,
moving towards a more
streamlined online experience
for our existing firms and new
applicants. The overall objective
of employing Al would be to
significantly enhance staff
productivity and increase
process efficiencies.

“In my current role as Chief
Operating Officer at the DFSA,
| always look for ways to help
make the DFSA a progressive
regulator that leverages the
use of technology to further
enhance its operations and
processes. Our efforts align
with the innovative vision of His
Highness Sheikh Mohammed
Bin Rashid Al Maktoum,

UAE Vice President, Prime
Minister and Ruler of Dubai.

| like to embed innovation

into everything we do. We

are currently transforming the
organisational operational
capabilities and exploring the
use of Artificial Intelligence,
robotics and Machine Learning
not only to innovate but to
also revolutionise the way we
approach our business. In
financial regulation, disruption
is not common, and it

requires changing the existing
mindsets, yet | am optimistic
that this is the best and only
way forward whilst we prepare
the organisation for the future.”

OUR COMMUNITY IS
FLEXIBLE, ADAPTIVE AND
READY FOR THE CHANGE

THE IMPACT OF DIGITAL
TRANSFORMATION ON
THE OPERATIONS OF
FINANCIAL SERVICES

On the local, regional or
international front, we see many of
the top financial institutions already
well underway with their digital
transformation and looking for the
next-generation of Al solutions
to reshape their business. There
is a great amount of innovation
witnessed every day, due to the
advent of technology and digital
transformation in the financial
services industry. This kind of
disruption is transforming the
way the financial services industry
is performing.

There is a rapid growth in the
adoption of blockchain, robotics
and Al, as organisation are racing
to invest in these fields and unleash
their potentials. Governments
across the region are now
implementing various initiatives
to support the region’s digital
transformation, to incite businesses
to disrupt their operations and
increase their readiness but also
the willingness to join the trend.
This includes investing in Al and
blockchain capabilities, two areas
receiving significant amount of
attention over the last few years.

OTHER
AREAS WILL
BE EXPLORED
IN THE
COMING
YEAR AND
MANY
OTHER NEW
INITIATIVES
INCLUDING
A PAPERLESS
DRIVE WITH
AN AIM TO
REDUCE THE
NUMBER OF
PRINTERS AT
THE DFSA BY
OVER

80%

TRANSFORMATION
IN THE UAE SOCIETY
CULTURE BOOSTS
THE ACCEPTANCE
OF TECHNOLOGICAL
ADVANCES
In this fast-paced world of digital
disruption, we all need to be quick
at preparing ourselves for the
future. Dubai has always proved to
be progressive in taking moves that
have so far been unprecedented in
the region. Notably, there are UAE
national innovation strategies that
are enabling the wider changes.
Dubai is increasingly thinking
bigger as a global economy
that supports the most modern
standards of innovation, creativity
and competitiveness. Since the
launch of the National Innovation
Strategy and Dubai Smart City
project by His Highness Sheikh
Mohammed bin Rashid Al
Maktoum, Vice-President and
Prime Minister of the UAE and
Ruler of Dubai, we are witnessing
several innovative programmes,
and efforts to facilitate the transition
towards a future-ready, digitally
transformed and innovative nation.
Our community is also flexible,
adaptive and ready for the change.
High smartphone penetration,
tech-savvy generations coupled
with the various initiatives by
the government are all helping
our society to increasingly
realise the benefits of joining the
journey and turning the country
into an attractive hub for digital
transformation. ®
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DIFCA 2018 HIGHLIGHTS

DUBAI INTERNATIONAL
FINANCIAL CENTRE AUTHORITY
(DIFCA) - 2018 HIGHLIGHTS

DIFC CONTINUES TO PURSUE EXPANSION INTO NEW SERVICES

AND SECTORS

he Dubai International
Financial Centre (DIFC)

2003

B Number of active registered

is one of the world’s companies increased by ACTIVE
top financial centres, eight ﬁ erc}eznt 1'” LS f'ﬁ X REGISTERED
and the leading financial hub (TG Sto 0 8andt 2003 COMPANIES
for the Middle East, Africa and o Trroe e O? ytear. ° OPERATE
South Asia. The Centre provides - hree new strategic FROM THE
initiatives announced
a world-class platform connecting : C
. . to support economic ENTRE,
the region’s markets with the rowth in Dubai WITH A
economies of Europe, Asia and 9gro ubd : COMBINED
the Americas, and facilitates . D”:.C \{velc_orr]ed major
growth in S OLilth—S outh trade and financial institutions, including WORKFORCE
investment. An onshore, interna- Berkshire Hathaway Specialty OF 22,768
) ’ Insurance Company, State PROFESSIONALS

tional financial centre, DIFC offers
a stable, mature and secure base
for financial institutions to develop
their wholesale businesses.

As at the end of June 2018,
20083 active registered companies
operate from the Centre, with a
combined workforce of 22,768
professionals. DIFC continues to
pursue expansion into new services
and sectors within the Middle East,
Africa and South Asia region, an
area comprising over 72 countries.

Street Global Advisors,

Al Ahli Bank of Kuwait,
KAMCO Investment
Company KSC and more

MW 98% of new 147,000 sq ft
‘The Exchange’ already leased
B DIFC continued to provide
a world-class platform for
facilitating growth across
the South-South trade and
investment corridor ®
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The DIFC has made great strides
in the FinTech space, cementing
Dubai’s position as one of the
world’s top 10 FinTech hubs and
a preferred growth platform for
startups and SMEs.

W Hosted IFC’s 6th Annual
FinTech CEO Summit

— first edition to be held
outside Washington DC

B Over 80 FinTech-related
companies benefit from

the collaborative, enabling
environment DIFC offers

B Growing network of global
alliances and USD 100 million
fund in place to accelerate
funding and growth of FinTech
B AED 10 million dedicated
for the expansion of the
FinTech Hive workspace

W 20 proofs of concept have
been received from the latest
FinTech Hive batch that recently
completed the accelerator

B Four international FinTech
MoUs were signed with
Middle East Venture Partners,
Accenture, Startupbootcamp
and Finance Innovation ®

CEMENTING
DUBAI'S POSITION
AS ONE OF THE
WORLD’S TOP 10
FINTECH HUBS
AND A PREFERRED
GROWTH PLATFORM
FOR STARTUPS
AND SMES
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GLOBAL ECONOMIC UPDATE

GLOBAL ECONOMIC
UPDATE

GLOBAL GROWTH MOMENTUM SUBSIDING

ccording to recent
IMF forecasts, global
economic activity is
projected to grow
3.7% in 2018. Yet despite a solid
outcome in aggregate, further
upside to global growth appears
limited and it appears that the
global economy is near the
peak of the current cycle. This is
exacerbated by tightening global
liquidity as well as increasing
geo-political and trade tensions,
which are likely to act as a speed
limit on growth over the coming
years. This is highlighted by recent
data flow, which is indicative
of slowing growth across most
large advanced economies, while
aggregate emerging market growth
is currently being held up by India.
As a consequence, the narrative
of synchronous global growth has
now made way for more divergent
outcomes between countries.
Among the advanced
economies, growth momentum in
the United States has continued to
hold up. Annualised GDP through
June and September remained
solid, supported by a sizeable
contribution from household
spending. This is in part due to
recently enacted tax cuts as well
as monetary policy remaining
accommodative, albeit tightening.
The outlook for investment growth
remains robust though is likely
to slow due to softening mining
investment. This was evident
through the September quarter
statistics and further weakness
in oil prices is likely to weigh
further on mining investment in
subsequent quarters. Capacity
constraints in the US economy
persist, with the labour market
continuing to tighten while wage
pressures are continuing to
build. Core inflation has largely
tracked the Federal Open Market
Committees’ (FOMCs) 2% target
in recent months and with wage
pressures building, risk to inflation
is on the upside. Unsurprisingly
then, monetary policy continues

22 | Vol 15 January 2019

HIGHER OIL PRICE THROUGH THE
THIRD QUARTER HELPED TO BOOST CONFIDENCE
ACROSS THE GCC AND ALSO PROVIDED SOME
RESPITE FOR REGIONAL FISCAL BALANCES

Rising oil production also provided a boost to aggregate GDP growth across the region.

to be tightened while further
tightening is likely in 2019, with the
FOMC expecting to raise interest
rates twice this year.

In the other major advanced
economies, the pace of growth
evident through late 2017 has
eased, though growth remains
sufficiently strong to facilitate
ongoing tightening of the labour
market. In Europe, a softer first
quarter in 2018 —in part related
to the weather — has persisted
throughout the year. High
frequency indicators — such as
industrial production, business
surveys and retail sales data
are indicative of a broad-based
slowdown in economic growth
across the continent. This is
also reflective of weaker growth

GLOBAL
ECONOMIC
ACTIVITY IS
PROJECTED
TO GROW

3.7%

IN 2018

in trade volumes relative to the
start of the year. While aggregate
growth has slowed, it is more a
reflection of growth rates easing
from a recent peak, rather than a
reflection of a deeper slowdown.
This is evident in further reductions
in unemployment while measures
of labour market costs have
accelerated. This has yet to flow
through to higher core inflation,
with the increase in headline
inflation largely attributable to rising
energy costs. As a result of slower
growth, and inflation remaining
stubbornly below the European
Central Banks’ target, monetary
policy continues to be highly
accommodative and is likely to
remain so.



ECONOMY FEATURE

Echoing Europe, high frequency
indicators of the Japanese
economy also suggest an easing
in growth, with some downside
risk to growth evident through the
third quarter of 2018. This reflects
a series of extreme weather events
such as flooding, typhoons and a
major earthquake, which is likely
to impact measures of economic
activity in the short-term. Despite
this, the underlying strength of the
Japanese economy remains robust
and this is reflected in improving
labour market outcomes,
represented by a solid rebound in
wages growth over recent months.
This should be supportive of
household spending going forward.
As with Europe, core inflation
remains low with headline inflation
accelerating on rising energy costs.
The absence of any acceleration in
inflation means that easy monetary
conditions are likely to persist for
the foreseeable future.

Following a stellar year, emerging
markets appear to have turned a
corner in 2018, with measures of
economic activity exhibiting signs
of a slowdown and prospects
softening somewhat. Tailwinds
to emerging market growth —
such as ample US dollar liquidity,
accelerating global growth and
trade, and low volatility in financial
markets are fading. This has taken
its toll on emerging markets as
a whole, as evidenced by recent
sell-offs in emerging market assets.
In addition, those economies which
had relied too heavily on external
debt to fund growth have become
especially vulnerable. Yet, despite
a softer profile for emerging market
growth, an emerging markets
crisis appears unlikely. With the
exception of a few weak links,
emerging market economies
appear sufficiently resilient to
withstand ongoing tightening of
monetary conditions. Factors
typically associated with episodes
of emerging market crises — such
as low foreign exchange reserves,
high foreign currency debt and
high inflation — are localised to only
a few economies with limited spill
over potential.

As with advanced economies,
the slowdown in emerging markets
is fairly broad-based, though
there are some exceptions. One
such exception to softening
emerging market growth in 2018
had been India, with solid growth
rates evident through both June
and September. More recently,
however, the Indian economy has
not been immune to the broader

slowdown. Measures of economic
activity, such as industrial
production and business surveys,
indicate a slowdown in activity
and high oil prices coupled with
a sharp deterioration in currency
is likely to weigh on household
disposable incomes. Much hinges
on outcome of the recent monsoon
season, which had recorded
lower-than-average rainfall. This
could result in slower GDP growth
in the December quarter given the
sizeable contribution of agriculture
to GDP.

Chinese growth has also slowed,
as authorities have taken steps
to contain the build-up of risks in
the Chinese financial system. This
is notable in the sharp pull-back

in fixed asset investment by
state-owned enterprises, which
had been a stimulus to growth in
recent years. At the same time,
activity in the industrial sector has
been subdued, reflective of weak
industrial production elsewhere. In
contrast, services activity growth
has held up reasonably well, which
Chinese authorities attribute to
ongoing growth in the information
technology sector. In response

to slowing aggregate growth and
potential threats from an escalating
trade war, Chinese authorities have
announced a series of policies to
ease the pace of slowing. These
included a targeted easing of

fiscal policy, a reduction in reserve
requirement ratios for Chinese

THE
OUTLOOK
FOR
EMERGING
MARKETS AS
A WHOLE
REMAINS
SOLID

A HEAVY
EMPHASIS
ACROSS THE
REGION ON
EXPANDING
THE SME
SECTOR

banks and liquidity injections
into the banking system. Further
slowing of Chinese growth is
expected, though growth should
remain relatively high by global
standards.

In the other large emerging
markets, conditions have softened
considerably, particularly in the
large Latin American economies,
Turkey remains under external
pressure and South Africa has
recently emerged from a technical
recession due in large part to
a large decline in agricultural
production. With a number of
emerging markets slowing, it is
unsurprising that capital flows have
slowed, adding further pressure
to such markets. However, in
aggregate the outlook for emerging
markets as a whole remains solid
and this should support global
growth in the coming years.
Slowing growth in China is likely
to be offset by India and other
East Asian economies while some
recovery is anticipated in Latin
America. However, one should
be cautious of downside risks to
growth. With global trade tensions
ratcheting up and tighter US dollar
liquidity, the potential for a sharper
slowdown and policy mistakes are
ever present, which could result in
slower-than-expected growth, even
if a crisis appears unlikely.

Closer to home, higher oil price
through the third quarter helped to
boost confidence across the GCC
and also provided some respite
for regional fiscal balances. At the
same time, rising oil production
also provided a boost to aggregate
GDP growth across the region.
Some of this is likely to unwind,
however, given the fall in global
oil prices through the December
quarter. Nonetheless for non-ail
output, regional growth should
remain fairly solid. This is due
to plans for expansionary fiscal
policy across the region, with GCC
governments having increased
spending over the past year. This
implies that the impact of fiscal
drag on growth should slowly
fade over time, though further
fiscal reform will be required in the
coming years. A heavy emphasis
across the region on expanding
the SME sector, and the role
new financial technologies may
play in facilitating this, provide
opportunities for growth of the
financial services sector, following
relatively soft credit growth in
recent years. &
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ACTIVITY OVERVIEW

n 2018 the DIFC registered another
year of growth in the number of
Authorised Firms (Fig 1). The growth
trend witnessed for more than five
years continued for another year (Fig 2).
The number of Authorised Firms
increased across the different sectors of
the financial service industry, with Asset
Management, Arranging and Advising
leading the way (Fig 3). Simultaneously
DIFC regulated entities are increasing the
depth of their activities and services across
all sectors. The Banking sector continued
to grow in term of balance sheet size,
while the number of funds domiciled in the
DIFC registered another record.
In addition to the Authorised Firms,
the DFSA has oversight of 116 DNFBPs,
16 Registered Auditors, 59 Recognised
Members, 33 Reporting Entities and two
Authorised Market Institutions (Fig 4).

FIG 1: AUTHORISED
FIRMS BY LEGAL STATUS

Total: 493

Start-up: 160
Total: 325

Start-up: 87

Subsidiary: 163

Subsidiary: 111

Branch/

Branch/ Rep office: 170

Rep office: 127

2013 2018

* As of 30 November, 2018

FIG 2: NET TOTAL
LICENSED FIRMS

625
578
521

461

2013 2014 2015 2016 2017 2018

* As of 30 November, 2018

FIG 3: NUMBER OF AUTHORISED
FIRMS BY TYPE OF ACTIVITY

FinTech: 3

Proprietary

Trading: 15
Rep

Office: 52

Insurance
Intermediation:
60

Insurance:
= — (g,

Commercial / Asset
Banking: 38

Management:
144

CRA: 3

FIG 4: NUMBER OF
REGULATED ENTITIES

AF = Authorised Firms
AMI = Authorised

Market Institution

DNFBP = Designated
Non-Financial Businesses
and Professionals

RA = Registered Auditors
RE = Reporting Entity

RM = Recognised Member

he Centre continues to play

its envisaged role bridging

the gap between the west

and the east. The DIFC
strengthened further its position as
the leading hub for financial service
activities in the region and among the
top financial centres globally. Activities
in the DIFC continue to boost regional
trade, corporate and project finance,
and asset managers’ engagement
across the wider region. Banks from
the UK, China, Japan and India lead in
terms of asset financing.
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FIG 5: AUTHORISED FIRMS
BY ORIGIN 2013

Europe:
21%

FIG 6: AUTHORISED FIRMS
BY ORIGIN 2018*

Europe:
16%

I GCC:
5%

MENA:3%
Other:6%

* As of 30 November, 2018
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INTERNATIONAL COOPERATION

he DFSA is a

firm believer

that cooperation

between regulators
is paramount to creating a
more stable financial system.
It is committed to foster
effective agreements with
peer regulators across the
globe and places emphasis
on the importance of
information sharing and
mutual cooperation with
other regulators.

Ongoing engagement with
federal regulators is very
important, particularly with
the UAE Central Bank in
preparation for the upcoming
FATF Mutual Evaluation in
early 2019. Regular meetings
are being held increasingly
with senior advisors and
specialists in the Central
Bank to discuss a variety of
common issues.

The DFSA's participation in
the work of the international
standard-setters continues
to be comprehensive and
reflects the nature of activity in
the DIFC.

Senior DFSA Executive
members continue to
represent the DFSA on
the Basel Committee, the
International Association
of Insurance Supervisors,
International Organisation of
Securities Commission, the
Islamic Financial Services
Board and the International
Forum of Independent
Audit Regulators.

The DFSA continues to
build strong international
relations through a series
of agreements with fellow
regulators. The DFSA entered
into five Memorandum, of
Understanding (MoUs) in

order to support its strategic
objectives by 30 November.

CENTRAL BANK OF
BAHRAIN (CBB)

The DFSA entered into a
MoU with the CBB on 22
January. The MoU formalises
arrangements for cooperation
and information sharing
between the two authorities.
It emphasises the DFSA’s
commitment to maintaining
the highest standards
of supervision.

CENTRAL BANK
OF OMAN (CBO)

The DFSA signed a
MoU with the CBO on 11
February to cooperate in the
supervision and authorisation
of firms operating in both
markets. The agreement is
indicative of the value the
DFSA places on regional

cooperation and sustainable
growth of financial services in
the respective markets.

ASTANA FINANCIAL
SERVICES
AUTHORITY (AFSA)
The DFSA entered into a
MoU with the AFSA on 21
June to set out a framework
for the two authorities to work
together for the continued
development of their legal and
regulatory regimes including
through information and
personnel exchange and
training. The MoU follows the
close collaboration between
the DIFC bodies and the
Republic of Kazakhstan
to establish the Astana
International Financial Centre
which has been modelled on
the DIFC. m

REGIONAL AND INTERNATIONAL ENGAGEMENT ON FINTECH

n the regional
front, the DFSA
actively engages
with regional
regulators to discuss FinTech
developments in the relevant
markets and other issues
of common interest. As the
FinTech market evolves, and
in light of the cross border

nature of many FinTech
products and their impact
on regional clients, there is a
common eagerness amongst
regulators to collaborate and
share learning experiences on
the development of FinTech.
The DFSA was particularly
active in the international
arena this year, holding

regular discussions with other
key, innovative regulatory
counterparts across the world
and signing bilateral FinTech
cooperation agreements with:
W Australian Securities and
Investment Commission;

B Hong Kong Monetary
Authority;

B Hong Kong Securities and
Futures Commission;

B Hong Kong Insurance
Authority;

B Malaysian Securities
Commission;

B Monetary Authority of
Singapore; and

B Financial Services Agency
of Japan. ®
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RULEBOOK AMENDMENTS

B On 29 October 2018, the Regulatory
Law 2004, administered by the DFSA,
was amended by Regulatory Law
Amendment Law, DIFC Law No 6 of
2018. On the same date, the DFSA
repealed and replaced the following
Modules of the DFSA Rulebook:

Anti-Money Laundering, Counter-
Terrorist Financing and Sanctions Module
(AML) (Rule-Making Instrument No. 223
of 2018).

Glossary Module (GLO) (Rule-Making
Instrument No. 224 of 2018).

Anti-Money Laundering, Counter-
Terrorist Financing and Sanctions Module
(AML) (Rule-Making Instrument No. 231
of 2018).

Conduct of Business Module (COB)
(Rule-Making Instrument No. 232
of 2018).

B On 1 August 2018, the DFSA repealed
and replaced the following Modules of the
DFSA Rulebook:

Glossary Module (GLO) (Rule-Making
Instrument No. 225 of 2018).

Conduct of Business Module (COB)
(Rule-Making Instrument No. 226
of 2018).

Prudential — Investment, Insurance
Intermediation and Banking Module (PIB)

(Rule-Making Instrument No. 227
of 2018).

Fees Module (FER) (Rule-Making
Instrument No. 228 of 2018).

General Module (GEN) (Rule-Making
Instrument No. 229 of 2018).

Markets Rules Module (MKT) (Rule-
Making Instrument No. 230 of 2018).
® On 1 April 2018, the DFSA repealed
and replaced the following Modules of the
DFSA Rulebook:

General Module (GEN) (Rule-Making
Instrument No. 211 of 2018).

Markets Rules Module (MKT) (Rule-
Making Instrument No. 212 of 2018).

Price Stabilisation Module (PRS) (Rule-
Making Instrument No. 213 of 2018).

Fees Module (FER) (Rule-Making
Instrument No. 214 of 2018).

Prudential — Investment, Insurance
Intermediation and Banking Module (PIB)
(Rule-Making Instrument No. 215
of 2018).

Representative Office Module (REP)
(Rule-Making Instrument No. 216
of 2018).

Glossary Module (GLO) (Rule-Making
Instrument No. 217 of 2018).
® On 1 January 2018, the DFSA repealed
and replaced the following Modules of the
DFSA Rulebook:

CONSULTATION PAPERS

B Consultation Paper No. 117
Proposed miscellaneous changes,
including to the Definition of Credit
Facility; the calculation and reporting of
the Maturity Mismatch Ratio; and fees
applicable to Funds.

MW Consultation Paper No. 118
Proposed changes to the DFSA’'s Anti-
Money Laundering, Counter-Terrorist
Financing and Sanctions Regime.
Changes proposed were to ensure that
the DFSA's AML regime is compliant
with the 2012 Financial Action Task
Force Recommendations and the UAE
Federal AML Legislation. The main
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changes proposed were to:
» clarify requirements in the AML Rules
» strengthen DFSA powers to regulate
and Supervise DNFBPs
» replace references to AMLSCU
with Financial Intelligence
Department (FID)
B Consultation Paper No.119
Proposed changes to the Protected
Cell Company (PCC) and Investment
Company (IC) Regulations, which are
part of the DIFC’s Companies Law
regime. This consultation, which was
issued jointly with DIFCA, was to align
the requirements in the current PCC

Prudential — Investment, Insurance
Intermediation and Banking Module (PIB)
(Rule-Making Instrument No. 209
of 2017).

Islamic Finance Rules (IFR) (Rule-
Making Instrument No. 210 of 2017).

NEW / AMENDED FORMS
W On 29 October, the following DFSA
forms were updated:

DNF1 Designated Non-Financial
Businesses and Professions —
Registration Form

DNF2 Designated Non-Financial
Businesses and Professions (DNFBP) —
Changes to registration details
® On 1 August 2018, the following DFSA
form was updated:

AUT IND1 Applying for Authorisation —
Authorised Individual Status
W On 3 April 2018, the following DFSA
forms were updated:

AUT REP Applying for Authorisation as
a Representative Office

AUT IND4 Applying to become the
Principal Representative

WAIVER / MODIFICATION
NOTICES

34 waiver / modification notices issued
from 1 January to 30 November 2018. B

and IC Regulations better with the
DFSA’s Funds regime.

B Consultation Paper No. 120

Further changes were proposed to the
DFSA's Anti-Money Laundering, Counter-
Terrorist Financing and Sanctions
Regime — Phase 2 (building on CP 118).
Specific proposals related to Customer
Due Diligence, Record Keeping, the
obligation to file Suspicious Transaction
Reports and tipping off provisions.
Further, to address particular FATF
Recommendations, some statements in
Guidance were included in Rules. &
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