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Summary of Conclusions

Securities and Markets Stakeholder Group

Date: 10 and 11 July 2014

Time: 14:00-17:00 on 10 July and 9:00 -13:00 on 11 July
Location: ESMA, 103 rue de Grenelle, 75007 Paris

Contact: jacob.lonnqvist@esma.europa.eu T: +33 158 36 43 39

1. Report from the Steering Committee

The SMSG Chair reported on the meeting held in London on 3 June with the Vice-Chairs of the
Stakeholder Groups of EBA and EIOPA, where they had discussed principally general topics of co-
operation and exchange of information, including exchanging meeting agendas and summary of
conclusions. There had been discussions on possible future common work on topics of common in-
terest, such as PRIPS for example. The SMSG Chair would report back on further developments.

2. Follow-up from discussion with the ESMA Board of Supervisors

The SMSG discussed in general terms the follow up needed following the meeting held together
with the ESMA Board of Supervisors.

The SMSG Chair enquired whether the working groups on the different MiFID topics would be able
to provide advice to ESMA within or closely after the deadline of 1 August applicable for the MiFID
consultation to which the respective rapporteurs responded in the affirmative.

The time-lines for providing advice to the ESMA MiFID consultations were discussed and the ES-
MA Chair informed on the legislative advice and acts ESMA will provide for Regulatory technical
standards, implementing technical standards, Delegated Acts, and Guidelines.

ESMA explained that it is under very strict deadlines so any advice SMSG would like to provide will
have to be provided in August quite shortly after the official deadline. Topics covered in the current
discussion paper regarding RTS and ITS will be subject to a second consultation in a consultation
paper in December containing more final legislative proposals, while the issues covered in the Con-
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sultation paper on delegated acts will be provided in the final form of technical advice to the Com-
mission.

It was noted that ESC is basically not used any longer in the legislative process.

The ESMA Chair clarified that MiFID will still be a directive meaning that national transposition
will be needed, and which will in turn mean that there will be some room for different national in-
terpretations.

3. WG on retail investors

The Rapporteur Pierre-Henri Conac presented a draft advice paper, noting that he thought that the
SMSG could be on time for the deadline of 1 August. He invited comments on the paper.

The SMSG were generally in favour of the paper as presented.

There was a discussion on the understanding and the correct reading of paragraphs 10 and 11 in the
draft MiFID text regarding inducements and views were expressed that the open architecture is not
fitting with providing suitable financial instruments for consumers. ESMA explained that paragraph
10 should not be read as consequential. Under paragraph 11 inducements could be allowed because
it goes beyond the basic requirement. Regarding investment research ESMA emphasized that it
could in this respect only provide advice on minor non-monetary definitions and bespoke or tai-
lored research will not be considered as minor. SMSG members also noted the view that very few
situations would be considered as not being on-going relationships (thereby limiting the number of
cases where advice would be given).

Comments on investment research were that few persons today pay for research and that issues on
research were of the essence. Therefore, the position taken by the Consultation Paper of ESMA that
research was an inducement came under severe criticism by members of the SMSG.

The SMSG Chair concluded that the working group would have to provide an advice paper in sum-
mer to be approved in written procedure.

4. WG on data publication

At this stage the WG has not finalized its paper. Data publication is an important issue within Mi-
FID II with a strong request for transparency through the RM's, the MTF's and the concept of Data
Reporting Services. But the vendors are ignored and the question of cost is limited to the concept of
"reasonable commercial terms”.

Members of the group discussed principally the issue of consolidated tape.

The SMSG Chair concluded the discussion noting agreement that working group should continue
work on the paper.



5. WG on transparency and trading obligations - equities

The presentation was discussed during the joint meeting, so the rapporteur Krzysztof Grabowski
summarised it shortly with a statement that the working group would be able to provide and advice
paper in early August.

6. AIFMD Q & A document
ESMA, Richard Stobo, informed briefly on the questions and answers document on AIFMD.

Members of the SMSG noted that there was little influence from market participants on the docu-
ment while the impact of the paper was important.

The ESMA Chair stated that the document only regarded ad-hoc simple questions and that it was not
necessary to consult on this type of document. ESMA will not undertake to consult on the paper.

7. Recent Market Developments

ESMA, Frank Hespler, presented the main conclusions of the draft Trends Risks and Vulnerabilities
paper that ESMA is working on with the aim of finalising in September.

There were generally comments of support for the work of ESMA the topics covered in the report,
and comments on current market developments observed by members of the SMSG as follows:

e There were doubts whether simultaneous upgrade of credit risk and downgrade of credit
risk is consistent, as all risk categories are not independent of each other; requirement
for pension funds to post collateral and impact on markets;

e There were proposals that future topics could be collateral, collateralization and lack of
risk sensitivity of collateral requirements to quality of counterparty, the re-
hypothecation;

e The Investor protection focus of the report was assessed as to weak;

e There were concerns that emphasis on market risks might be timid, given the promi-
nence put on good conditions in financial markets, it was claimed that we may already
be in a bubble;

e Market disruptions as occurred in PT could potentially have an impact on process of is-
suance of new capital, especially as banks postponed some of their issuance to the near
future ahead.

Frank Hespler, commented on the remarks made by the SMSG members. It was noted that the final
version of the TRV report will be published in September.

8. WG on transparency and trading obligations - non-equities



The rapporteur of the working group Stavros Thomadakis mentioned the different topics that he
would focus the work on in the development of an advice paper - Internalisation for non-equities,
definition of asset classes, the definition of large and the definition of liquid.

ESMA Rodrigo Buenaventura mentioned that especially advice on the definition of large and liquid
would be helpful to ESMA.

Comments from SMSG members focused on the inflexibility of the system that is being contemplat-
ed. The setting of thresholds for liquidity or large size for example will create a set of parameters for
market operation that may need to change if sudden changes in liquidity occur, for example. Such
changes however, must go through a long European process that could trap the markets in unwanted
situations with too heavy or too light transparency requirements

9. WG on trading venues

Alexander Justham presented the views of the working group in place of the rapporteur Angel
Berges-Lobera.

The SMSG Chair noted that an advice paper should be concluded in written form, with the need for
three votes in order to form a possible dissenting opinion to be noted in the paper.

10. WG on market abuse

ESMA, Christophe Polisset, accounted for the MAD Consultation paper the ESMA had recently is-
sued, including the timelines.

SMSG mentioned i.a. the following topics of importance to cover in a response paper. No additional
Market Abuse rules for SMEs, and no compulsory quarterly reporting. Members also wished to have
feedback on the comments given to the earlier Discussion Paper.

The SMSG Chair concluded that the SMSG working group, under the lead of Riidiger Veil, would aim
at producing an advice paper to be approved in the SMSG meeting in September.

11.CRA

The rapporteur Lindsey Rogerson informed the SMSG on the activities of the working group includ-
ing the meetings held with ESMA staff, as follows. ESMA is tasked under CRAS to establish a Euro-
pean Ratings Platform to aid the comparability and visibility of credit ratings as well as to help in-
vestors make more informed decisions. ESMA is working on the public interface of the platform.
What ESMA will be able to deliver depends on budgetary resources.

ESMA staff — Paolo Santella - informed the SMSG on some of the main elements of the ERP, and
the fact e.g. that the ERP will include press releases including names of lead analysts.



12.

Verena Ross informed the Group on some of the challenges connected with the project including le-
gal constraints and property rights, and means to finance the project.

It was noted that ESMA at present is identifying the functionality potential users of the ERP would
like, and will be able to present these options to the SMSG in November to provide details on what
will be in the ERP launch in June 2015, on which the SMSG will be able to comment.

AOB

The ESMA Chair informed the group that Jan Maarten Slagter had resigned from the SMSG due to
a change in his professional activity, and that a call for a new SMSG member would be launched
soon in the category of user of financial services.

Verena Ross informed the SMSG on the main elements of the ESMA work programme and the fact
that the current budget proposal regarding ESMA included zero growth for 2015 which means that
ESMA may not be able to carry out all tasks it has been entrusted with.

The SMSG decided that it would authorise the Steering Committee to write a letter to the EU insti-
tutions high-lighting the need for a budget for ESMA that allows ESMA to perform all its tasks.

* ¥ ¥

The SMSG member Zsolt Nagygyorgy informed the SMSG, based on a written presentation shared
with the SMSG, about a study on cross-country comparison of compliance functions in different Eu-
ropean states.

SMSG members welcomed the useful information contained in the study, noting the differences be-
tween rules and guidelines, the fact that compliance is expensive and that a difference in application
of compliance creates competitive disadvantages.

The EMSA Chair welcomed the findings of the presentation noting the importance of having a
proper “legal hook” for Guidelines.
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