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1. Opening statements from the Chair

The Chair welcomed all to the meeting.

2. Report from the Steering Committee

The Chair accounted for the meeting calendar. The Group decided to have an SMSG only
preparatory meeting before the meeting with the Board of Supervisors on 24 May 2018.

The Chair stated that there were no immediate plans for any joint work between the differ-
ent Stakeholder groups and that it will depend on the joint work programme of the Joint
Committee, which the ESAs will publish soon.

The Group had a brief discussion on ESA Review. SMSG members gave their preliminary
assessments of the legal proposal that had been issued by the Commission.

Verena Ross accounted for the main content of the ESA review package for ESMA as re-
gards the extended responsibilities and the new governance arrangements envisaged (as
well as the EMIR 2.2 CPP proposal), and the important new staff and budget implications.

Members of the Group expressed that it would be important to let the Commission know
what the SMSG thinks about the proposals regarding the Stakeholder Groups.
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Decision: The SMSG decided to establish a working group firstly to prepare a discussion
with ESMA, possibly together with the Board of Supervisors at the November meeting, and
secondly to draft a short letter outlining the SMSG’s assessment on the implications of new
“rights” the stakeholder groups of the ESAs will have according to the Commission’s pro-
posal.

3. Recent market developments

ESMA presented its Trends Risks and Vulnerabilities Report of September 2017. The
presentation showed unchanged risk-levels compared to Q1. There is sustained perfor-
mance of markets and political uncertainty, strong fund performance, with stable infrastruc-
tures and calm environment but with cyber-risks and benchmarks on watch. As regards in-
vestor protection vulnerabilities, a strong impact of fees and charges on investor benefit.

SMSG members mentioned a number of issues such as risks of markets being crowded
out by ECB, which is not creating long-term stability, the EU struggling with costs in the
funds industry, and encrypted currencies. Regarding SMESs, the investor protection for in-
vestors in small businesses is important.

ESMA commented on a lack of transparency on the costs of funds and further clarified the
data set used for the report and mentioned that the initial coin offerings will be part of a
2018 study, as will an analytical article on exchange traded derivatives in the next 12-18
months.

René Karsenti presented a joint report from ICMA and EFAMA examining how leverage is
used in investment funds, how risks are addressed and how the European legislative
framework addresses leverage.

Verena Ross stated that it would be valuable to have further interaction on this topic after
the publication of the ESRB work.

4. MiFID Il suitability requirements

The SMSG rapporteur Veerle Colaert introduced the SMSG draft advice paper on MiFID Il
suitability. She explained the general comments of the SMSG as regards the time needed
for and the cost of implementation. She mentioned that certain guidelines for robo-advice
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also are important for non robo-advice. There is a danger of information overload /ques-
tionnaire overload and she mentioned the importance of new ways of communication as
alternatives to questionnaires. Lastly, she mentioned a need of consultation with EIOPA
who needs to implement the IDD suitability requirements for insurance-based investment
products.

The Group discussed various aspects that they could include in the draft advice paper such
as robo-advice, and data protection aspects.

The SMSG Chair thanked the rapporteur for the work done and concluded the SMSG ad-
vice would be concluded after the meeting.

5. Consultative Working Groups

Verena Ross presented the role and the work of the ESMA Consultative Working Groups,
which are advising a number of the ESMA standing committees. ESMA uses the expertise
of these stakeholders for the various specialised topics that the different standing commit-
tees are dealing with. She explained that ESMA would be happy with sharing agendas and
meeting calendars of CWGs (being meetings held with the respective Standing Commit-
tees). However, given the different roles of SMSG and the CWGs, confidentiality concerns
and the importance of maintaining the balanced compositions of the CWG, it would not be
appropriate for the SMSG to attend such meetings. ESMA believes that the sharing of
agendas starting as of 2018 could give good insight in the work of the CWGs for the
SMSG.

The Chair thanked ESMA for the discussion and concluded that the SMSG would going
forward be able to receive the CWG agendas.

6. Prospectuses

The rapporteur Georg Baur presented the draft advice paper in response to the ESMA Pro-
spectus level 2 consultations on draft technical advice on format and content of the pro-
spectus and the draft technical advice on format and content of the EU Growth Prospectus.
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SMSG members discussed the draft and notably the aspects of growth markets, the length
of prospectuses and the role of the executive summary.

ESMA staff commented on the various aspects raised, such as profit/loss forecast, sustain-
ability and need for a focused executive summary.

The SMSG Chair thanked the ESMA staff for their participation and concluded that the
SMSG would conclude its advice in written procedure.

7. Resiliencein corporate reporting

Paul Koster presented a paper outlining the possibility to undertake work on the topic of
corporate reporting and how it may change in light of e.g. new technologies, climate
change, sustainability demands and other aspects.

Members mentioned work of the UK financial reporting council on this topic. It was noted
that audit is within ESMAs scope, and that work of the high-level group on sustainable fi-
nance could be taken into account.

Verena Ross explained that ESMA would set up a working group in the next year to look at
aspects of alternative performance measures, and boiler-plate information. She asked the
SMSG to focus its work on the issues that are within ESMA’s remit.

The SMSG decided to set up a working group with Paul Koster as the rapporteur in order
to produce an own initiative report.

8. MIFID implementation

The SMSG discussed various aspects of the MiFID Il implementation such as:
- The home/host Q&A that is expected out soon,
- Exact date of complying, as the 2 of January is a working day,

- Concerns about Systemic Internalisers not being under the tick-size regime,
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Verena Ross commented on several of the aspects raised, also offering continued discus-
sions with ESMA at the next SMSG meeting.

The Chair concluded the discussion stating the SMSG would set up a Working Group to be
led my Kerstin Hermansson, with the task of preparing a discussion on MiFID Il implemen-
tation at the next SMSG meeting.

9. AOB

Verena Ross informed the SMSG that ESMA has issued a warning on the unauthorised
use of its name and logo (ESMA 43-318-1049). She also mentioned the setting up of a pri-
vate/public sector working party on a future risk free reference rate for the Euro area.
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