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Ladies and gentlemen, 

 

The creation and establishment of the new European System of Financial Supervision in 

2011 was an unprecedented innovation to regulate the EU financial sector. Therefore, it 

is only right to now evaluate this new system, even after such a relatively short period, 

bearing in mind that the nature of the crisis has changed and become even more severe 

since the ESFS was established. 

 

While I have had many discussions on the topics in my introductory remarks with my 

fellow supervisory authority chairmen, Andrea Enria and Gabriel Bernardino, and with 

my colleagues in the Board of ESMA, these are personal comments not necessarily 

shared by them. Most of my remarks will focus on ESMA, but I will also make some 

comments on the two other ESAs, and our activities in the Joint Committee.   

 

Achievements 

Let me start with the achievements. I concur with the conclusion of the IMF report of 

March this year that ESMA has performed especially well in connection with the devel-

opment of the single rulebook and the direct supervision of Credit Rating Agencies. 

 

In the past two years, ESMA has contributed to the single rulebook with a large number 

of draft technical standards, guidelines, and technical advice in such areas as OTC deriv-

atives, hedge funds and private equity, short selling, high frequency trading, ETFs, in-
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vestment advice and financial and prospectus information for investors. The new powers 

provided to the ESAs under the ESFS were required to achieve this clear and substantial 

improvement in the EU single rule book. These new powers have also allowed my col-

leagues at the EBA and EIOPA to make good progress in this area. 

 

Regarding credit rating agencies, all the important elements required for effective super-

vision have been established in less than two years. In total 21 CRAs are now supervised 

by ESMA and we have conducted significant on-site supervisory work on such issues as 

internal control in CRAs, their governance, and bank rating methodologies. Considering 

the nature of direct supervision and the level of confidentiality required the achieve-

ments in the area of CRA supervision are less visible to the outside world compared to 

other ESMA activities. However, seeing these activities close-up, I am confident that 

direct supervision at EU level by ESMA is effective and achieves benefits by improving 

the functioning of CRAs. 

 

In addition to our work on the single rule book and CRA supervision, we have also un-

dertaken various other activities contributing to our two main objectives of investor 

protection and stable financial markets. On the first, I would like to specifically mention 

the investor warnings that we have published, including one together with EBA on CFDs, 

and the collection and analysis of data on financial consumer trends. 

 

On stability and crisis management I would like to specifically mention the much im-

proved data and intelligence on risks in securities markets, and the improved coordina-

tion in emergency situations. When markets have been under severe pressure over the 

last two years, ESMA has played a key role in keeping the 27 NCAs in close contact, and 

ensuring coordinated responses. Tangible results included coordinated short selling 

restrictions and trading suspensions, and the exchange of information on issues such as 

CCP collateral requirements, settlement fails, and sovereign CDS exposures. 

 

What has been essential in achieving the progress identified above? I think the main 

elements contributing to ESMA’s achievements are that Board decisions can now be 



 

3 
 

taken on the basis of majority voting, the ability to attract talented staff, and the exten-

sive support of ESMA’s Board members, the European Commission, the European Par-

liament, and the Securities and Markets Stakeholder Group. 

 

On the Joint Committee, the ESAs now automatically use this forum to ensure the con-

sistency of their views on topics of common interest, to develop common solutions, and 

to exchange information on their sectors. The objectives on investor protection and sta-

bility are firmly embedded in all three ESAs and this provides a solid basis for synergies 

and joint activities. I can for example briefly mention our joint consumer day, our work 

on PRIPS, our joint risk report, and our major work on benchmarks. The relatively mod-

est public profile of the JC is consistent with its function as a forum for cooperation of its 

members. 

 

A final achievement I would like to mention are the international activities of all three 

ESAs, which have been significantly stepped-up compared to the pre-ESFS period. For 

example, this has involved playing a more important role in relevant international com-

mittees, conducting more equivalence assessments of non-EU countries, and negotiating 

a large number of MOUs.    

 

Challenges 

Let me now move on to the challenges. So far, I have been silent on supervisory conver-

gence, which is another important objective of ESMA. While good progress has been 

made in this area, it has not been as significant as in the areas previously mentioned. The 

publication of opinions in such areas as IFRS financial reporting, pre-trade transparency 

waivers, and UCITS have resulted in convergence of supervisory practices, and the po-

tential threat of a Breach of Union law procedure has had some disciplining effect on 

supervisory practices across the EU. Still, we need to consider how we can move faster in 

this area. 

 

Why has progress been more difficult in the area of supervisory convergence? A first 

straightforward explanation is that the regulatory reform, driven by the G20 commit-
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ments, was a priority for ESMA as for many other securities regulators around the world. 

This has required focusing energy and resources on developing the single rule book. 

Secondly, while I think the governance of the ESAs works quite well for the single rule 

book and direct supervision, it is not surprising there are more tensions in the conver-

gence area as it requires judging the supervisory practices of one or more colleagues in 

the Board. Hence, I think we should reconsider the organisation and governance of our 

convergence work and how we can improve the tools available to the ESAs in this area. 

 

Talking about the strong focus on the G20 commitments and the single rulebook, I 

would like to point out two other areas where there is a risk of imbalance. First, in the 

years ahead, we need to ensure the right balance between regulation and supervision. 

Regulation is only credible when it is also effectively supervised and we cannot have a 

model where we increase the regulation of financial markets without an accompanying 

increase in supervisory activities and the availability of adequate resources to supervise 

and enforce the new rules. 

 

The second risk of imbalance, I would like to mention, concerns the strong focus of the 

regulatory reform on stability and prudential issues and on financial institutions, like 

CRAs, CCPs, and hedge funds. Regulatory reform has not had the same direct impact on 

improving the protection of the financial consumer. In the years to come we need to 

restore the balance between stability-prudential concerns and investor protection con-

cerns. I am optimistic that with the upcoming legislation in areas like PRIPS and MI-

FID/MIFIR, we can make a stronger contribution to financial consumer protection. One 

practical example concerns the envisaged powers to ban in exceptional circumstances 

detrimental products or services, which would give ESMA and the NCAs the possibility 

to contribute directly to the protection of financial consumers. 

 

Another challenge I would like to mention is the funding model of the ESAs. The way we 

are now funded appears to have become an important problem for the development of 

ESMA. The current model where NCAs partly fund the ESAs, imply that more funding 

for the EU supervisor implies less funding for the national supervisor. This results in 
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tensions as it is inconsistent with the current regulatory reform agenda which requires 

the strengthening of regulation and supervision both at EU and national level. Possible 

solutions to consider here are decreasing the level of funding by NCAs, and increasing 

funding from the EU budget, or from market participants. On the latter, while we are 

already partly funded by market participants, not all ESMA activities directly related to 

market participants are yet funded by them. 

 

To conclude on the challenges, I would like to comment briefly on the organisational 

status of the ESAs in the EU system. The ESAs’ current organisational status is unique 

reflecting as it does the wish to establish the ESAs as independent authorities, while 

exhibiting the standard characteristics of an EU agency. This mixed status has resulted 

in a lack of clarity and should be addressed in the current evaluation. At a practical level 

we see some conflicts between our founding regulations and the regular requirements 

for EU agencies. More importantly, I think the ESAs should be funded through an inde-

pendent budget line in the General Budget of the EU to reinforce their status as inde-

pendent authorities. 

 

Ladies and gentlemen, when the ESFS was established an important question was 

whether the new system was sufficiently different from the existing system of the three 

Level Three Committees. Having worked in the new environment for more than two 

years, the answer is clear to me that there has been a fundamental change. However, 

considering the even more severe conditions in financial markets, we should raise the 

bar and ask the question whether that fundamental change is sufficient and whether 

further improvements are needed. 

 

Thank you  

 


