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While the FCA has been keen to stress that using such 
services will not result in the regulator blessing or approving 
certain use cases, it hopes that they will help clarify regulatory 
expectations and give firms confidence in launching new 
offerings. Learnings from the testing as part of these services 
will also help the wider population of regulated firms, as the 
FCA plans to provide feedback to industry this year. 

For example, it intends to publish an evaluation report on AI 
Live Testing after 12 months. The FCA has also been looking 
beyond UK borders, and announced a collaboration with the 
Monetary Authority of Singapore in November 2025. This 
partnership is designed to enable innovative firms in the UK 
and Singapore to scale and operate across markets more 
effectively. A key element of the partnership will be the joint 
testing of AI solutions, exchange of regulatory insights, and 
collaborative events to spotlight best-in-class approaches. 

The FCA continues to work with other UK regulators as part 
of the Digital Regulation Cooperation Forum (DRCF). One 
important focus area for the DRCF this year will be looking into 
the future ecosystem of agentic AI, to understand how it may 
develop, and the potential regulatory implications. It launched 
a call for views in October 2025 and intends to release a 
publication on its findings this year.

Meanwhile, the Bank of England launched its AI Consortium 
in May 2025, to gather input from various stakeholders on the 
capabilities, development, deployment, and use of AI in UK 
financial services, and ultimately to help inform the Bank’s 
approach to AI. The Consortium, which is also co-chaired by 
the FCA, continues to meet regularly, and publishes output 
from its discussions where appropriate. Moreover, the Bank 
published a document in October 2025 that sets out its 
approach to AI and the future work it has planned. 

Noteworthy initiatives include that the AI Consortium will 
explore specific challenges and risks (such as the growing 
reliance on third-party providers, increased use of similar AI 
models that could amplify systemic vulnerabilities, and the 
explainability and transparency of AI models), that the Bank will 
consider further whether AI-specific guidance for firms could 
be beneficial, and that the Bank will seek views from firms on 
whether it should do more to ensure that firms are training AI 
models on high-quality, unbiased input data. 

Artificial Intelligence — A Regulatory Stabiliser

Many firms remain cautious about 
deploying AI solutions more broadly 
beyond the “safer” use cases.

“

https://www.fca.org.uk/news/press-releases/fca-partners-singapore-drive-growth-ai-innovation
https://www.bankofengland.co.uk/report/2025/the-boes-approach-to-innovation-in-ai-dlt-quantum-computing
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While the regulators take a pro-innovation approach, many 
firms remain cautious about deploying AI solutions more 
broadly beyond the “safer” use cases such as internal 
processes and the detection of financial crime or fraud, 
although firms are optimistic about being able to deploy AI 
more broadly in customer-facing scenarios, such as credit 
decisioning and investment advice, where appropriate human 
oversight and monitoring is built in. Feedback on the FCA’s 
AI Live Testing Service proposals also included views and 
suggestions for how the FCA could further help firms’ safe and 
responsible AI adoption. Respondents suggested measures 
such as standardised performance benchmarks for AI, 
comprehensive AI model assurance, graduated requirements 
depending on a use case’s risk profile, and shared learnings, 
including publication of anonymised case studies. 

They also advised that firms still face numerous challenges, 
including navigating the regulatory environment, fully 
understanding regulatory expectations for compliance, ensuring 
a comprehensive understanding of the AI systems (both internal 
and third-party) being used, transitioning from testing to real-
world deployment, and effectively identifying and mitigating 
bias. All of these are reasons why firms are still approaching the 
use of AI with caution, particularly in a retail and market trading 
context. Nevertheless, firms clearly see the benefits in terms of 
cost and efficiency savings, as well as improved client outcomes, 
that deploying AI more broadly will bring. 

Government-Led Projects

On the government side, the Treasury Committee launched an 
inquiry into the use of AI in financial services in February 2025, 
which gathered evidence throughout 2025 and is expected to 
report back this year. The inquiry is examining the risks and 
benefits of AI, the extent to which AI could jeopardise financial 
stability, the potential for increased cyber security risks, and 
what safeguards might be needed to protect consumers. 
Further, the government’s Financial Services Growth and 
Competitiveness Strategy announced that an AI Champion will 
be appointed to focus on how AI can drive growth in financial 
services, including by improving consumer outcomes. 

The Growth and Competitiveness Strategy also mentioned 
that the government would commission the new Financial 
Services Skills Commission to produce a report on required 
AI skills, training, and innovation in financial services, looking 
into how disruptive technologies are likely to change the 
financial services workforce, and its skills requirements, over 
the next five to 10 years. This was launched last autumn, with 
a deadline of mid-2027 for delivery of the research, although 
HM Treasury hopes it will be delivered sooner. More broadly, 
and learning from the successful use of sandboxes in the 
financial services sector, the government has announced plans 
to launch AI Growth Labs, to provide sandbox environments 
in which businesses across the economy can test AI-enabled 
products and services, and to inform future regulatory reform. 

Artificial Intelligence — A Regulatory Stabiliser
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AI in the EU

The EU has taken quite a different approach to AI, bringing 
in prescriptive regulation with a phased implementation over 
the course of 2025 to August 2026. The EU AI Act applies 
to UK firms providing or using AI in the EU, or with an EU 
establishment, so firms must be mindful of its obligations. The 
divergence between the pro-innovation approach in the UK and 
the more prescriptive approach in the EU makes it challenging 
for firms with footprints in multiple jurisdictions to take a 
consistent approach. 

The EU seems conscious that it could be behind the curve on 
AI innovation and investment. In November 2025, a European 
Parliament report called on the European Commission and 
national regulators to promote “consistent interpretations 
and proportionate application of current regulations” in order 
to enable the use of AI in the financial services sector. A 
particular challenge it highlights is understanding how the EU 
AI Act interacts with sectoral financial services legislation. The 
European Banking Authority (EBA) has already taken steps to 
map obligations under the EU AI Act against existing regulatory 
requirements. Its mapping exercise found no significant 
inconsistencies between the two. Therefore, the EBA has 
not identified any immediate need to introduce any new EBA 
Guidelines or to review existing Guidelines.

Following the European Parliament’s report, the European 
Commission put forward its Digital Omnibus package, which 
takes on board some of the issues raised and aims to boost 
competitiveness more broadly for businesses operating in the 
EU (see this Latham Client Alert). The Commission proposes 
several adjustments to the AI Act, including pushing back the 
application date of the requirements for high-risk AI systems by 
16 months (to December 2027). 

The Commission is also proposing to make further targeted 
amendments to simplify requirements and facilitate AI 
development, clarify the interaction between the Act and other 
regulation, and facilitate the use of regulatory sandboxes. The 
Digital Omnibus proposal is at an early stage in the legislative 
process, and is expected to receive intense scrutiny during its 
negotiation in the first half of the year. 

Artificial Intelligence — A Regulatory Stabiliser

https://www.europarl.europa.eu/doceo/document/TA-10-2025-0286_EN.pdf
https://www.eba.europa.eu/sites/default/files/2025-11/d8b999ce-a1d9-4964-9606-971bbc2aaf89/AI Act implications for the EU banking sector.pdf
https://www.lw.com/en/insights/Digital-Omnibus-EU-Commission-Proposes-to-Streamline-GDPR-and-EU-AI-Act
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6. Wholesale Markets — Secondary Markets Reforms 
Continue to Lag Those in Primary Markets 

Wholesale market reform over the past year has largely been 
characterised by the restatement of assimilated law and 
the methodical continuation of work on key files already in 
progress. The government’s Leeds Reforms did not herald 
major announcements in terms of wholesale markets policy; 
rather, they reaffirmed the direction of travel and committed 
further resource to implementation. Much of this work is 
sequenced and multi‑stage, and it is taking time to deliver.

Assimilated Law

Work on MiFID II has continued apace. Changes to the 
derivatives trading obligation to add certain secured overnight 
financing rate overnight index swaps and provide new 
exemptions for post‑trade risk reduction services took effect on 
30 June 2025. In addition, the FCA, together with the PRA and 
HM Treasury, completed the restatement of the MiFID Org Reg 
into regulatory rules on 23 October 2025. This was a “lift and 
shift” exercise with no substantive policy change. However, it 
paves the way for further review and reform in future. The FCA 
has made a start by consulting on rationalising the SYSC 10 
Handbook provisions on conflicts of interest (see this Latham 
blog post).

19 January 2026 
New prospectus regime and public 
offer platforms regime take effect

30 March 2026 
Rule changes removing prohibitions 
on MTFs carrying out matched 
principal trading and SIs operating 
an OTF to take effect

April 2026 
Final FCA rules on short selling 
expected

5 June 2026 
Final EU Listing Act changes to EU 
MAR take effect

June 2026 
Expected main commencement date 
for new UK short selling regime

H1 2026 
•	 FCA Policy Statement on the 

consolidated tape for equities 
expected

•	 FCA to consult on the SI regime 
for equity markets

6 July 2026 
Changes to the commodity 
derivatives regulatory framework 
take effect

Summer 2026 
Dematerialisation Market 
Action Taskforce to publish its 
implementation plan for “phase 1” of 
the digitisation of share ownership

December 2026 
FCA system updates for position 
reports and market maker exemption 
notifications under the UK short 
selling regime expected to take 
effect

H2 2026 
FCA Policy Statement on the 
transaction reporting regime 
expected

2026 
FCA to consult on equity market 
structure and transparency

1 January 2027 
Revised MiFID ancillary activities 
regime to take effect

1 June 2027 
Expiry of transition period for market 
maker notifications under the UK 
short selling regime

11 October 2027 
UK to move to T+1 securities 
settlement

Key dates

https://www.globalfinregblog.com/2025/12/fca-proposes-changes-to-mifid-client-categorisation-rules/
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Wholesale Markets — Secondary Markets Reforms Continue to Lag Those 
in Primary Markets

A further flurry of MiFID-related activity occurred at the end of 
2025. The FCA published a Policy Statement on the systematic 
internaliser (SI) regime for bonds, with a consultation on the 
equities regime to follow this year. Changes to the SI definition 
and revisions to the UK SI obligations have applied since 
1 December 2025, as well as revisions to the UK transparency 
regime for bonds and derivatives. Removal of the prohibitions 
on MTFs carrying out matched principal trading and SIs 
operating an OTF will take effect at the end of Q1 2026. In 
addition, the FCA published a Policy Statement on the revised 
ancillary activities test in December 2025, following the relevant 
legislation being made in November, with the updated regime 
scheduled to take effect at the start of 2027. The FCA also 
launched a consultation on the transaction reporting regime 
in November 2025, following a 2024 Discussion Paper, with 
a view to making significant changes (see this Latham blog 
post). Key proposals include reducing the timeframe for back-
reporting from five to three years, and limiting the scope to 
financial instruments tradeable on UK trading venues only. 

The first UK bond consolidated tape provider is expected to 
become operational shortly, notwithstanding some delays 
in the tender process. The FCA launched a consultation on 
an equities consolidated tape in November 2025, aiming for 
the equities tape to be operational from 2027. In an effort to 
balance competing views, the FCA has proposed that the 
equities tape should include some pre‑trade data.

Legislation establishing the new short selling regime was 
finalised last year, and the FCA consulted in October 2025 on 
the changes to its rules to reflect its new powers under the 
regime (see this Latham blog post). While not a fundamental 
overhaul, the package seeks to reduce the administrative 
burden, including by simplifying the market maker exemption 
process. Final rules are expected in April 2026, to take effect 
in June with a transitional period for market maker exemptions 
running until 1 June 2027.

On derivatives, HM Treasury and the FCA have consulted on 
making the temporary intragroup exemption regime permanent 
under UK EMIR ahead of its expiry at the end of this year. In 
addition, further work on clearing, reporting, and risk mitigation 
requirements is planned for this year.

Looking ahead, reforms to the Benchmarks Regulation (BMR) and 
Market Abuse Regulation (MAR) are expected, with work already 
confirmed to be underway on the BMR. HM Treasury published a 
consultation in December 2025 proposing to replace the UK BMR 
with a new Specified Authorised Benchmarks Regime. Under the 
new framework, only benchmarks or benchmark administrators 
that are designated due to their importance to the integrity of UK 
financial markets would be regulated (see this Latham blog post). 
Such changes would bring the UK regime closer to the position 
under the revised EU BMR, which significantly reduced the scope 
of the regime with effect from the start of this year.

https://www.globalfinregblog.com/2025/11/fca-consults-on-overhaul-of-uk-mifid-transaction-reporting-regime/
https://www.globalfinregblog.com/2025/11/fca-consults-on-overhaul-of-uk-mifid-transaction-reporting-regime/
https://www.globalfinregblog.com/2025/11/fca-consults-on-changes-to-the-uk-short-selling-regime/
https://www.globalfinregblog.com/2025/12/hm-treasury-proposes-to-significantly-reduce-scope-of-uk-bmr/
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In the EU, the final Listing Act changes to EU MAR will take 
effect on 5 June 2026. These include amending Article 17 so 
that issuers need not announce inside information relating to 
intermediate steps in a protracted process where those steps 
are connected with bringing about or resulting in particular 
circumstances or a particular event, and modifying the “not 
likely to mislead the public” limb of the conditions for delaying 
disclosure (see this Latham publication for more detail). These 
changes will create substantive divergence from UK MAR, and 
issuers and their advisers should be alert to the potential for 
different practices to emerge in the EU.

Primary Markets and Market Infrastructure

Primary markets have experienced some of the most significant 
reforms in recent years. The next milestone, replacing the 
UK Prospectus Regulation with the new Public Offers and 
Admissions to Trading Regime, will occur on 19 January 
2026 (for details of the regime, see this Latham Client Alert). 
Reforms in this area have been ambitious and are designed 
to modernise the framework for issuers and investors. Also 
with effect from 19 January 2026, issuers undertaking a further 
issuance will no longer need to submit a listing application, 
which will reduce transactional friction points for follow-on 
capital raisings. Further, the FCA has signalled an intention to 
consult this year on removing the seven-day research waiting 
period, to further speed up IPO applications.

The junior market for growth companies has attracted major 
developments as well, with the LSE recently publishing 
feedback to its discussion paper on the future of AIM, which 
sets out immediate changes to relax certain AIM requirements 
(benefiting in particular founder-led businesses and companies 
considering M&A) and the LSE’s plans for the future 
development of that market.

Another ambitious initiative is the creation of the framework 
for PISCES, a new type of intermittent trading venue (see this 
Latham blog post). The rulebook was finalised last summer, 
and the FCA has since approved two PISCES operators, noting 
that active engagement with additional applicants is ongoing. 
The focus this year will be on how trading events operate in 
practice and whether the initiative meets its policy objectives.

Momentum has also built behind the UK’s move to T+1 
securities settlement. The Technical Group of the Accelerated 
Settlement Task Force submitted its report to HM Treasury 
on 6 February 2025, confirming 11 October 2027 as the 
implementation date, in alignment with the EU and Switzerland. 
The FCA and the Bank of England are supporting delivery, and 
the government proposed draft legislation in November 2025 to 
help deliver the changes. Firms are expected to begin making 
the necessary systems and process changes this year to be 
ready for October 2027.

Wholesale Markets — Secondary Markets Reforms Continue to Lag Those 
in Primary Markets

https://www.lw.com/admin/upload/SiteAttachments/EU-Listing-Act-Regulatory-Divergence-Between-EU-and-UK-MAR.pdf
https://www.lw.com/en/insights/2025/07/The-New-UK-Prospectus-Regime
https://www.globalfinregblog.com/2025/06/fcas-final-proposals-for-pisces-a-new-era-for-private-market-trading/
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Conduct of Business

The FCA’s focus on conduct of business has sharpened. It 
is considering amendments to the client categorisation rules 
to make it easier for certain retail clients to opt-up to elective 
professional status (see this Latham blog post). It is also 
reviewing how the Consumer Duty applies to wholesale firms 
to ensure they are not unduly burdened by requirements that 
were not intended to capture them (see section 5).

In addition, the regulator has maintained particular scrutiny 
of wholesale banks. It published a summary of supervisory 
findings last summer from a number of pieces of multi-firm and 
other supervisory work in the sector, drawing out important 
observations on topics such as gifts and entertainment and 
off‑channel communications. It has since added feedback 

from a review of best execution in UK listed cash equities 
at wholesale banks, finding that banks generally had strong 
practices in assessing the scope of best execution, although 
the quality of management information and governance were 
variable (see this Latham blog post). The signal is clear: The 
FCA will continue to focus on everyday conduct issues. Firms 
should use this year to ensure their compliance arrangements 
are robust and effective in these areas, and that they are 
getting the basics right. 

The FCA’s focus on conduct of business 
has sharpened. 
“

Wholesale Markets — Secondary Markets Reforms Continue to Lag Those 
in Primary Markets

https://www.globalfinregblog.com/2025/12/fca-proposes-changes-to-mifid-client-categorisation-rules/
https://www.fca.org.uk/markets/wholesale-banks-supervision
https://www.globalfinregblog.com/2025/12/fca-publishes-findings-on-best-execution-at-wholesale-banks/
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8. Financial Crime Reforms

Fighting financial crime remains a central pillar of the FCA’s 
Strategy, featuring prominently in its 2025-30 Strategy 
document (see this Latham blog post). Anti-money laundering 
(AML) and counter terrorist financing (CTF) systems and 
controls continue to be a primary focus for supervision and 
enforcement, including where the deficiencies identified do 
not result in actual money laundering or terrorist financing 
taking place (see section 10). The FCA has imposed 13 fines 
on firms for AML and CTF systems and controls failings since 
2021. Firms should ensure that their frameworks align with 
regulatory expectations, including regular risk‑based testing 
and validation. Increasingly, firms are deploying AI‑enabled 
monitoring and analytics to detect and prevent financial crime. 
However, models must be carefully calibrated, explainable, 
and supported by appropriate human oversight (for more 
information on AI in financial services, see section 4).

FCA Supervisory Work

The FCA is maintaining close scrutiny of firms’ compliance with 
the UK AML and CTF regime. For example, in January 2025 
it published its updated analysis on “Assessing and reducing 
the risk of Money Laundering Through the Markets”. This 
document highlights risk areas for wholesale brokers, setting 
out good and poor practices with illustrative case studies.

Q1 2026 
HM Treasury expects to lay the final version of the Money Laundering 
and Terrorist Financing (Amendment and Miscellaneous Provision) 
Regulations

10 July 2027 
New EU AML Regulation to apply to financial institutions

2027 
•	 HM Treasury expected to carry out its next comprehensive review 

of the MLRs

•	 UK’s next anticipated FATF mutual evaluation

Key dates

The FCA has imposed 13 fines on firms 
for AML and CTF systems and controls 
failings since 2021. 

“

https://www.globalfinregblog.com/2025/03/fca-publishes-5-year-strategy-and-outcome-of-rule-review/
https://www.fca.org.uk/publication/corporate/money-laundering-through-markets-review-january-2025.pdf
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Financial Crime Reforms

Later in the year, it followed up with findings from a review 
of financial crime oversight in corporate finance firms, 
concluding that firms may be falling short of the requirements 
by, for example, not having a documented business-wide 
risk assessment, and not retaining evidence of customer 
due diligence. This was closely followed by another paper on 
business-wide risk assessment and customer risk assessment 
processes, again setting out good practices and areas for 
improvement. Together, these publications underscore 
intensive supervisory attention to financial crime controls 
across the sector. Recent FCA data shows that four out of 
six skilled persons reports commissioned by the FCA in Q2 
2025/26 related to financial crime.

The FCA finalised updates to its guidance on the treatment 
of politically exposed persons (PEPs) for AML purposes last 
July, concluding a review following concerns that firms may 
not always be dealing with PEPs in a proportionate manner. 
The updated guidance reflects changes to legislation to 
clarify that firms should treat domestic PEPs as lower-risk 
unless there are other risk factors present, and allows greater 
flexibility for signing off on business relationships with PEPs. 
Firms should ensure they monitor the treatment of PEPs to 

satisfy themselves that they are acting in line with regulatory 
expectations. The guidance also contains some important 
statements for global businesses, highlighting that UK firms 
must apply group-wide policies and procedures to all of 
their branches and subsidiaries, and foreign groups must 
comply with UK AML requirements in relation to any business 
relationship in the UK. 

Reform to the UK AML and CTF Regime

HM Treasury has been working for some time on reforms to the 
UK AML and CTF regime. Last year, it prepared legislation to 
amend the Money Laundering, Terrorist Financing and Transfer 
of Funds (Information on the Payer) Regulations 2017, which 
is due to be finalised early this year. Some of the amendments 
include changing the trigger for enhanced due diligence 
from transactions that are “complex or unusually large” to 
transactions which are “unusually complex or unusually large” 
to ensure a proportionate approach, mandating enhanced 
due diligence only if the relevant transactions or customer 
relationships involve a person established in a Financial Action 
Task Force (FATF) Call for Action country (not an Increased 
Monitoring List country), and introducing new provisions to 
allow financial institutions to offer pooled client accounts in 
a wider set of circumstances than currently permitted. In 
other areas, the government suggested that improvements 
to sectoral guidance may be preferable to legislative change, 
so further updates from the FCA or Joint Money Laundering 
Steering Group may follow.

FCA publications underscore intensive 
supervisory attention to financial crime 
controls across the sector. 

“
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Financial Crime Reforms

Separately, the government has also been consulting on 
reforming AML and CTF supervision in the UK, and put forward 
a range of options in 2023. In a surprising move, it announced 
in October 2025 that it has decided to consolidate responsibility 
for AML and CTF supervision of legal, accountancy, and trust 
and company service providers within the FCA. This will result 
in the FCA supervising approximately 60,000 firms for AML and 
CTF purposes (it currently regulates around 42,000 authorised 
financial services firms), and could add significantly to the FCA’s 
already full workload, arguably expanding its duties too far. The 
FCA will be working with the government to prepare for this 
change, although as it depends on legislation, no clear timing 
has been set for the FCA to take over AML and CTF supervision 
of these sectors. The FCA has indicated that it would anticipate 
making good use of its regional offices for this new role.

Preparations are also underway for the FATF mutual evaluation 
of the UK in 2027, and recent reforms are clearly mindful of 
that timetable and the scrutiny it will bring.

New EU AML Regime

EU co-legislators have spent the past few years designing 
a new AML and CTF framework, which aims to increase 
harmonisation and raise standards by setting out most 
requirements in a directly applicable regulation. At the heart 

of this will sit a new EU Authority for Anti-Money Laundering 
and Countering the Financing of Terrorism (AMLA). Certain 
“high‑risk” financial institutions will be directly supervised by 
AMLA, rather than by national authorities.

This new framework will create substantive divergence 
between the EU and UK AML and CTF regimes. Because 
both frameworks may require the application of their rules 
to branches and subsidiaries of firms based in the other 
jurisdiction, pan‑European groups will need to re‑assess 
group‑wide policies, procedures, and control frameworks to 
ensure they meet overlapping and differing requirements.

Most of the changes to the EU framework will take effect on 
10 July 2027, and AMLA aims to start its selection process from 
the same time, with a view to becoming fully operational from 
the start of 2028. Accordingly, 2026 is a critical year for affected 
firms to plan and commence implementation work, including 
mapping divergence, clarifying governance and accountability 
for group‑wide AML standards, and updating risk assessments 
and due diligence frameworks. 
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The latter has been referred to the Upper Tribunal and the 
outcome is eagerly awaited, although if the FCA succeeds it is 
unlikely to redefine any boundaries, since the case centres on 
conduct concerning an internal investigation, not the underlying 
non-financial misconduct that prompted the investigation. 
The FCA also provided data showing that the total number 
of non-financial misconduct cases has grown year-on-year, 
demonstrating the increasing focus on this area. 

However, the FCA is yet to bring enforcement action solely 
based on non-criminal, non-financial misconduct, such as 
harassment or bullying. 

Enforcement — The FCA’s New Approach and Focus
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