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ESMA Consultation Paper

Guidelines for the assessment of knowledge and competence
-

Societe Generale’s contribution



Societe Generale is one of the leading financial services groups in Europe. Based on a diversified universal banking model, the Group combines financial strength with a strategy of sustainable growth, putting its resources to work to finance the economy and its customers’ plans. 
With a presence in 76 countries, including a solid position in Europe and a presence in countries with strong potential, 148,000 employees in the Group and its subsidiaries support 30 million individual customers, large corporates and institutional investors worldwide by offering a wide range of advisory services and tailored financial solutions.



I. General comment on Esma consultation

National competent authority’s leeway.

Societe Generale fully agree with ESMA’s proposal to grant latitude to Member States and National Competent Authorities, together with the assertion of the general principle of proportionality, for the implementation of the MiFID II level 1 measures, related to the competence and knowledge of natural persons who give investment advice or information about financial instruments, investment services or ancillary services to clients on behalf of an investment firm. 
Indeed, national education and qualification systems are very different across the Member States. Therefore specification of the criteria for assessment of the qualifications and experience has to be made at national level, such as through the publication of a list of academic diplomas to set out the “appropriate qualifications”, or through recognised qualifications that complied with the requirements of the guidelines. Furthermore, recognised qualifications processes are already ( over the last few years) in force in some Member States.

Local certification process.

The French Market Authority (“Autorité des marchés financiers”- AMF) has put in place in 2010 an enforcement regime (AMF General Regulation, art. 313-7-1), by creating a system of certification for investment firms to ensure an appropriate qualifications and expertise of their staff.
This certification process is based on an examination covering current financial regulations. 

Such system, under AMF surveillance, is efficient and widely used across the financial industry to train their staff, in order to acquire the appropriate level of knowledge for their clients facing activities. 





Retails and professional clients 

Distinction should be made for investment advisors and staff giving information on financial instruments between retails clients and professional clients. 
Professional clients are offered more sophisticated products that the average of retails. 
It should be also noted that MIFID II Product governance requirements creates already an investor protection harbor, and will force investments firms to develop standardized documentation adapted to the targeted clients.


II. Answers to ESMA’s questions


Q1. Do you think that not less than five consecutive years of appropriate experience of providing the same relevant services at the date of application of these guidelines would be sufficient to meet the requirement under knowledge and competence, provided that the firm has assessed their knowledge and competence? If yes, please explain what factors should be taken into account and what assessment should be performed by the investment firm. Please also specify whether five consecutive years of experience should be made in the same firm or whether documented experience in more than one firm could be considered.

We don’t understand why such a period of five consecutive years is required without any rationale by the Esma to consider firm staff has the appropriate level of knowledge and competence. Indeed no specific period of time is mentioned at level I of MiFID II, same with the CP where at point 5 of the background and principles of the ESMA CP the principle of proportionality is asserted, and at point 10 where ESMA underlines “the minimum period of appropriate experience “ to be determined by each NCA.
 

ESMA should take into consideration the current practices in every different Member States to consider any average period, if any, to be implemented to meet the knowledge and competence requirement and would constitute a more balanced requirement.


Q2. ESMA proposes that the level and intensity of the knowledge and competence requirements should be differentiated between investment advisors and other staff giving information on financial instruments, structured deposits and services to clients, taking into account their specific role and responsibilities. In particular, the level of knowledge and competence expected for those providing advice should be of a higher standard than that those providing information. Do you agree with the proposed approach?

This approach needs to be clarified; the differentiation is not explained between investment advisors and staff members providing information on financial instruments and investment services, and to justify higher standards for the investment advisors category of staff.

 Providing information such as to present a prospectus or a commercial leaflet on a financial product or giving a stock price doesn’t require five years of experience. Clarification about the nature on financial instruments information is necessary.

 We consider also that such distinction between both categories could create complication.


Q3. What is your view on the knowledge and competence requirements proposed in the draft guidelines set out in Annex IV 


We have some concerns about:

The knowledge and competence requirements listed by the ESMA, where it is requested for the staff giving information and for the investment advisors nearly the same requirements. Regarding the staff giving information: is it necessary to know the “impact of economic figures, national/regional/global events on markets and on the value of investment products” or the “market structures, their trading venues or the existence of any secondary markets”?

  

Are there, in your opinion, other knowledge or competence requirements that need to be covered in the draft guidelines set out in Annex IV?

[bookmark: _GoBack]	No


Q4. What additional one-off costs would firms encounter as a result of the proposed guidelines? 

	The major cost will be to implement a generic process taking into account the requirement for a 	period of five consecutive years as an appropriate staff level of knowledge and competence.
	Firm should adjust for their existing staff not having this experience period, while new staff will not 	be able to give advice or information to the clients until they have the necessary experience.

Q5. What additional ongoing costs would firms face as a result of these proposed guidelines?

No
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