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PUBLIC STATEMENT 
 

THE THIRD MEETING OF THE MARKET PARTICIPANTS CONSULTATIVE PANEL 
 
 
 
 
The Market Participants Consultative Panel held its third meeting on 12th June 2003 in Paris.  
 
The discussion during the meeting was facilitated by the Chairman of CESR. In his remarks, he 
thanked the panel for their contribution to the overall process of consultation conducted by CESR. 
Jacob Kaptein, attended the meeting in his capacity of Chairman of the CESR ISD Expert Group on 
Markets. 
 
The discussion was mainly focussed on three different subjects: internalisation and pre-trade 
transparency; quarterly reporting of issuers whose instruments are admitted to trading on regulated 
markets; future activity of CESR on UCITS. 
 
 
1. Internalisation and pre-trade transparency. 
 
Following a presentation from Rolf Breuer the members of the Panel discussed one of the most 
debated issues under the revision of the Investment Services Directive (93/22/EEC): pre-trade 
transparency and internalisation. The presentation is enclosed. This discussion serves the work that 
CESR is likely to start on the second half of 2003 in responding to mandates from the EU Commission 
on implementing measures of the ISD. 
 
The Chairman of CESR reported that the Committee established three different Expert Groups to 
accomplish the future level 2 work on the revision of the ISD; these Groups will work respectively on: 
markets, intermediaries and cooperation and enforcement.  
 
The Panel shared the overall objectives of the revision of the ISD, in particular enhancing the level of 
competition among execution venues, as well as the benefits and advantages of internalisation as 
alternative means of executing client orders.  
 
Concerning the appropriate regulation of internalisation of client orders (to be understood as orders 
executed in-house, off-exchange1 and against the investment firm’s proprietary book), the Panel 
considered it essential to introduce post-trade transparency requirements, as well as enhancing the role 
of freedom to contract both from the investment firm’s side (capacity to refuse entering into a 
transaction because of risk assessment of the counterparty) and the client’s side (choice of execution 
venue).  
                                                      
1 It was pointed out that sometimes it is difficult to ascertain whether a transaction has been executed off-
exchange. 
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Several members of the panel noted that pre-trade transparency in case of internalisation, as requested 
by Article 25 of the Commission proposal for the revision of the ISD, is inappropriate, since it does 
not take into consideration the underlying business model, where investment firms put their own 
capital at risk. On the contrary, some members of the panel considered that pre-trade transparency is 
essential to enhance the level of competition among different marketplaces; one member stressed the 
need for a price discovery mechanism at EU level, lacking which the investment firm may be unable 
to establish that best execution has been attained for the client. Conditions for allowing internalisation 
were also discussed and, in particular the requirement that transactions should be executed at a price 
comprised in the spread of available conditions in the reference or benchmark market.  
 
Best-execution rule was considered by the Panel to be essential, even if the text of the Commission 
proposal needs some adjustments; in particular, due consideration should be given to the different 
needs of professional and retail clients, as well as the definition of this rule in terms of process instead 
of mere reference to price. 
 
2. Quarterly reporting. 
 
Following a presentation from Salvatore Bragantini, the Panel discussed one of the most debated 
issues under the revision of the requirements applicable to issuers of financial instruments traded on a 
regulated market. This is an area in which CESR might respond in the next future to mandates from 
the EU Commission. 
 
Most members of the panel favoured the introduction of mandatory quarterly reporting in Europe. The 
discussion mainly focussed on the following points: advantages and disadvantages of such a 
requirement, content of reports, audit requirements and timing of adoption. 
 
Concerning the content of quarterly reporting, the panel considered it necessary to include, in addition 
to the requirements set forth in the Commission proposal, net financial positions (liquidity position for 
banks should be treated according to specific needs) and earnings per share. 
 
Concerning the application of the duty to report, the panel considered it that no distinction should be 
made on the basis of the size of the issuer and that no exemption should be granted to SMEs. Most 
members of the Panel favoured the requirement for a form of review by the auditors of quarterly 
reports, in order to keep European legislation in line with the US; some members felt that an 
intervention of the auditors would be appropriate, on a voluntary basis at this juncture, to increase the 
confidence of the markets; one member suggested that IAS 34 should be the rule for quarterly 
reporting. 
 
Concerning the timing for adoption of quarterly reports, the panel considered it that reports should be 
approved within 45 days after the expiry of the relevant period. 
 
 
3. The role of CESR in the UCITS sector. 
 
Following presentations from Donald Brydon and Mariano Rabadan (which are both endorsed by 
FEFSI and EAMA), members of the Panel had an open debate on the possible work by CESR in the 
areas of UCITS. The Mutual Fund Policy adopted by Eurshareholders in 2002 was presented during 
the meeting.  The two presentations are enclosed. 
 
The Panel welcomed the decision to bring UCITS sector under CESR and supported its status of 
observer in the UCITS Contact Committee. This process should be speeded up to keep EU industry in 
line with US competitors. Members of the Panel advocated for due consideration to be given to 
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peculiarities of the overall “buy side”. In this respect an appropriate mechanism, internal to CESR, to 
address “buy-side” issues will be welcome.  
 
The Panel suggested that the following issues should be dealt with by CESR as a matter of priority: 
simplified prospectus, cross-border depositing business, home country registration; implementation of 
UCITS directive; cross-border fund mergers.  
 
4. Other issues 
 
4.1. Report on recent events and on future CESR activities. 
 
In the second part of the meeting, the discussion focussed on the organisation of CESR work and its 
priorities for 2003. The draft half-yearly report did not raise any objections from the members of the 
Panel. 
 
4.2. The first Report of the Inter-Institutional Monitoring Group 
 
The panel discussed the main findings of the initial report of the Inter-Institutional Monitoring Group. 
The report did not raise any objections from the members of the Panel. 
 
4.3. The CESR-SEC dialogue. 
 
Following requests of clarification, the Chairman reported on the EU–US dialogue on regulatory 
issues held at technical level. The Panel felt necessary for CESR the pursuit of this dialogue to 
enhance the regulatory convergence with the US. 
 
 
Next meeting 
 
It was agreed to hold the next meetings of the Panel in Paris, on Thursday 11th November 2003 and 
11th March 2004.  
 
A series of issues have been raised for discussion during the next meeting and in particular, corporate 
governance, clearing and settlement, the transatlantic dialogue, UCITS and the “buy side”, a possible 
mediation mechanism within CESR and the level 2/ level 3 functions, execution-only, the consultation 
process. 
 
 

* * * 
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The members of the CESR Market Participant Consultative Panel are: 
 

- Pr Luis Miguel Beleza, Consultant of the Executive Board, Banco Comercial Português; 
- Dott Salvatore Bragantini, CEO, Centrobanca S.p.A.; 
- Dr Rolf E Breuer, Chairman of the Supervisory Board, Deutsche Bank AG; 
- Mr Donald Brydon, Chair of the Financial Services Practitioner Panel and Chairman of AXA 

Investment Managers; 
- Mr Ignace Combes, Vice-President, Management Committee of the Board of Directors, 

Euroclear Bank; 
- Mr P.P.F. de Vries, Director, Association of Shareholders, Vice-President, Euroshareholders; 
- Mr Lars-Erik Forsgardh, Chairman of World Federation of Investors and CEO, Swedish 

Shareholders Association; 
- Mr Dominique Hoenn, Deputy General Manager of BNP Paribas, Vice-Chair of the 

Supervisory Board of Euronext; 
- Ms Sonja Lohse, Group Compliance Officer, Nordea AB; 
- Mr Mariano Rabadan, Chairman of the Spanish Association of Investment and Pension Funds 

(INVERCO); 
- Pr Dr Emmanuel D. Xanthakis, Non-Executive President, Marfin Bank and Marfin Portolio 

Investment Company. 
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