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Introduction

ASSOSIM isthe Itdian Association of Financid Intermediaries, which represents the mgority
of Itdian financid intermediaries, banks and branches of foreign inditutions, active in the
Investment Services Indudtry.

Firg of dl, we would like to thank CESR for being condstent with the engagement taken with
the industry of putting in place open and transparent consultation processes.

We fed that a different culture permeated of awareness is spread across Europe, since the
Lamfalussy legidative procedure is in force, even for the activity carried out by the subjects
involved.

A generd issue that needs to be addressed before moving to the merits of CESR’s proposd is
that of harmonization of legidations.

ASSOSIM has had occason to express its stance on this delicate issue many other times.
Nevertheless we think it is important to express again our confidence in the posshility of
pursuing a profound harmonization of legidations and a the same time limiting the
discretion of member countriesin laying down further regulation for the regulated entities, with
a view to bringing about true integration of European financid markets. The said gpproach
would truly address the objectives of the FSAP.

In the light of the above, we are doubtful regarding the concept of “flexibility” put forward
during the discussions on the third level legidation.

In our opinion, insofar as among the objectives of the law-maker at level 1 and 2 legidation
there is that of achieving quaity and balance in regulations, the same should congtantly seek to
come to a fair degree of detail in making rules. If this is the case there should not be much
room for discretiondity in the trangposition phase a level 3 legidation, therefore dl member
gtates should be able to transpose the same regulation.
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Ancther generd issue we would like to put to the attention of CESR regards the regulation of
the professond client. So far the issue has not been andysed enough. It is as though al have
underestimated the problem thinking that with the new categorisation the most part of subjects
listed by art. 24, 2, namely the eegible counterparties, would never ask to be treated as
clients.

But obvioudy we cannot know the impact that the new legidation will have and therefore we
have to adequately think of the regulation of the relationship between the intermediary and the
professond client in order to have workable rules.

Section |1 —Intermediaries

Definition of investment advice art. 4 (1) no. 4)

We fully agree with CESR’s podition on the need to precisgly define the investment advice
sarvice. Onereason isthat this service, under the Directive 2004/39/CE, is no longer included
among ancillary services, but among the “main” investment services and activities.

CESR rases the problem of drawing a diginction between investment advise and other
activities, which might have smilar characterigtics without faling under the investment services
(genera recommendation, marketing, communication, information given to dient, ample offer).
The same problem currently exigts in Italy (even though the invesment advise is an ancillary
service) with respect to the so-called “ spot consulting” (as addressed below).

Question 1.1. - Do you agree that advice on services, such as recommendation to use
aparticular broker, fund manager or custodian, should not be covered?

According to ASSOSIM, invesment advice should not have invesment services as its
purpose, but exclusvey financid ingruments, in accordance with the firgt leve legidation,
under article 4(1) no. 4) of the Marketsin Financid Ingruments Directive ("MiFID”).

Question 1.2. - Do you agree with the approach that a personal recommendation has
to be held out as being suited to, or based on a consideration of, the client’s per sonal
stuation or do you consider this criterion to be unnecessary or ambiguous and would
liketo refer to the bilateral nature of the relationships and bilateral contacts between
the firm and itsclients? In thelatter case which criteria would you use to differentiate
between a “personal recommendation” and a “general recommendation” or a
“marketing communication” ?

One of the dements defining investment advice is identified, by the firgt level legidation, as the
“persond nature’ of the recommendations.

CESR proposes two different interpretations of “persond”. The first implies an assessment of
the client’s specific persona Situation so that the recommendation is suited to the client or is
given on the basis of the client’s persona circumstances.



ASSOSIM

The second interpretation provides an eadly identifiable element. The criterion of the persond
nature of the recommendation coincides with the forma criterion of the existence of a bilatera
communication between the investment firm and the dlient.

ASSOSIM favours the first of the two interpretations. The persond nature, understood as an
evauation of the client’s persond Situation/circumstances, represents an essentid requirement
or rather, an eement which in the generd underdanding characterises invesment advice.
Indeed, CESR on more than one occasion, has appeaed to the “ persona nature’ as the main
distinguishing element between investment advice and amost al other activities with which the
investment service must not be confused (generd recommendation and marketing
communication, Smple offer (see page 13 of the CESR document). On the other hand,
goplication of forma criteria such as the mere existence of bilatera communication (telephone,
e-mail) between the investment firm and the client may lead to defining asinvestment advice an
activity that lacks the required degree of depth/personalisation.

The persond nature of the recommendation understood as an evauation of the client's
persona Situation/circumstances, would alow for a clear digtinction to be made between
another activity, in addition to those listed by CESR (pag. 13), namdy “spot consulting”, that
the intermediary offers to clients before executing orders on their behdf. As mentioned, this
need stems from a specific way of operating that characterises the Itdian Industry in which the
intermediary provides information regarding market securities trends, in the sector in
guestion and does not give, rather, recommendations that result from an evauation of the
client’s personal circumstances. Further, under article 19.5, with respect to the sole provision
of execution of orders on behdf of dients, the intermediary is not aware of the their financia
dtuation or investment objectives, and would not be able to offer a personalised
recommendation, as understood above.

Before dedling with the other topics proposed by CESR, one precison should be made
regarding the expresson “client or potentid client” used in the consultation document, in the
context of specifying the definition of investment advice.

Asin other cases, CESR consders the opportunity of usng severad eements of article 19.4 to
clarify the provisons of article 4 (1) no.4). Inthiscase, it isnot advissble. In article 19.4, the
use of the expression “potentia client” corresponds to a specific reason in the context of article
194, where the legidator ligts the information that the intermediary must gather in order to
provide investment advice and management services (possibly before entering into a contract,
when one can il spesk of apotentia client). The same cannot be said regarding the definition
of investment advice. The legidator has, in this case, chosen to speak only of aclient. Indeed,
at the time the sarvice is provided, the intermediary is dedling with a client and not a potentia
client (see below for congderations regarding the contract).

Question 1.3. - Do you think it is reasonable to restrict “investment advice’ to
recommendations of specific financial instruments or is it necessary to cover generic
information including financial planning and asset allocation services for financial
instruments?
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As opposed to that which seems to be the postion of CESR, investment advice may, in our
opinion, be for the purpose of providing recommendations of a genera nature (i.e. financial
planning/asset allocation).

Contract

We do not agree with the position taken by CESR in the paragraph dedicated to the contract.
Although we understand the difficulties semming from the absence of common principles of
civil law in Europe, we consder the existence of a contract, whether required in writing or not,
asapremise to provison of any investment service whatsoever, including advice. Our postion
is in line with the provisons of article 19.7, which, in our opinion, do not leave space for
CESR's interpretation that the contract with the client does not need to be a prerequisite to
the provision of investment services.

In the case of retail dients, in our opinion, the contract must aways be in writing. This
requirement, however, should not be applied to indtitutiona clients.

Differentiation between personal recommendation and other terms

With respect to the list on page 13 of CESR's document, which contains terms to be
diginguished from investment advice, in our opinion so-caled “spot consulting” should be
induded in thelig.

Suitability Test art. 19(4)

The topic of a suitability test, is of key importance to the activities of intermediaries.

Article 19.4, as dready mentioned, asks the intermediary providing portfolio management and
investment advice sarvices, to obtain the necessary information regarding the knowledge and
experience of the client or potentia client in investment matters with respect to the specific
type of product or service, as well asthe financid Stuation and investment objectives, in order
to recommend suitable investment services and financid ingruments.

With respect to these legidative provisions, a careful evaluation and fine-tuning of
the intengity of the obligations placed on the intermediary must be made according to
the type of client (retail / professional) in question, as under paragraph 10 letter c) of
the same article.

One must congder that currently Italian intermediaries are not required to carry out any kind of
suitability test vis-avis professona clients. Use of such a test, as required by the MiFID,
could be a problem for certain subjects (i.e. a portfolio manager or intermediary). As a matter
of fact, it is possble that subjects listed in article 24, considered digible counterparties by law,
ask and therefore may be treated as professona clients. For example, intermediaries or
portfolio managers that are required to respect the rules of conduct vis-a-vis their own retail
clients, could consder themsdves facilitated in respecting this obligation if trested as
professona clients by their own counterparts. We cannot know the effects that the new
directive will have with respect to the categorisation of investors. We should, therefore, reflect
upon the need to digtinguish between retail and professond clients as regards the intensity of
the rules of conduct the intermediaries have to comply with.
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In the opinion of the Association, infor mation to be asked to professional clients must be
kept to a minimum and should not be in-depth. Similarly, suitability obligations
placed on intermediaries should not be stringent.

The Intermediaries have further noted that certain professond clients may not be willing to
provide any kind of information under article 19.4, at least not in writing.

In our view, question 4.1, is related to this topic, which basicaly requests an opinion regarding
whether or not it is possble for an intermediary to offer adequate investment advice or
portfolio management services with respect to a client that lacks knowledge and experience, if
the client has refused or was not able to provide the information under article 19.4

Question 4.1. - Do market participants think that adequate investment advice or
portfolio management service is still possible on the basis of the assumption that the
client has no knowledge and experience, the assets provided by the client are hisonly
liquid assets and/or the financial instruments envisaged have the lowest level of risk,
if the client is not able to or refuses to provide any information either on his
knowledge and experience, his financial situation or its investment objectives? Or
would this assumption give a reasonable observer of the type of the client or potential
client the impression that the recommendation is not suited to, or based on a
consideration of his personal circumstances?

In the opinion of ASSOSIM, the intermediary should not be prevented from providing
investment advice and management services in case of retail or professond clients do not
provide the information under article 19.4.

The refusal or impossbility of providing information does not necessarily imply thet the client
lacks knowledge or experience. As a result, we consder that preventing an intermediary from
providing services to clients who, for one reason or another, do not provide the information
under 19.4 despite the intermediary’s request, could represent a serious redtriction to the
intermediaries activities.

Further, as dready mentioned, professond clients in particular may not wish to provide the
informetion in writing. This, however, does not mean that such dients will not provide the
information oraly nor does it prevent the intermediary from acquiring knowledge indirectly on
the factors to be assessed in order to provide adequate investment services.

Execution only (article 19(6))

Question 5.1. - In determining criteria, should CESR pay more attention to the legal
categorisation or the economic effect of the financial instrument?

Assosm members have expressed a preference for the lega categorisation criteria over the
€conomic criteria
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Theintermediaries ask that the definition of non complex instrument (instruments that may be
subject to execution only) include convertible bonds and derivatives traded on regulated
markets.

Question 5.2. - Do you think that it is reasonable to assume that a service is not
provided “at the initiative of the client” if undue influence by or on behalf of the
investment firm impairs the client’s or the potential client’s freedom of choice or is
likely to significantly limit the client’s or potential client’s ability to make an informed
decison? Alternatively, do you think that the consideration of this overarching
principle is not necessary because the use of undue influence could be subject to the
general regulation under the UCPD and that CESR should base its advice more
strictly on Recital 30 or refer entirely to this Recital advisng the Commission that it
isnot necessary to adopt Level 2 measuresin thisarea?

ASSOSIM considers recital 30 sufficient to define the expresson “at the initiative of the
client” without making reference to the proposed UCPD directive to define the concept of
“undue influence’.

Transactions executed with eligible counterparties (article 24)

Before deding with CESR's specific request regarding eligible counterparties, a few
observations on the opt-in process should be made.

According to CESR, such process should concern not only the intermediary’s decison to
accept or not an eligible counterparty’ s request under article 24 to be treated as a client, but
aso implies that the intermediary inform its dients that the implementation of the Directive
200/39/CE has changed the category which they belong to, aswell as, as aresult, the terms of
protection applied to them.

In this respect, we do not find any provison in the directive that places an information
respongbility, as outlined by CESR, on intermediaries, during the trangtion period, vis-avis
the “new” counterparties under the law.

It is worth reflecting on the fact that the subjects induded in the category of digible
counterparties are to gather information of a legidative change of such magnitude which
concerns them and of the effects that this will have, without consdering that most of these
subjects will be informed of the change for professiona reasons as operators in the financid
industry.

An interpretation that provides for such “information responsbility” in our opinion has doubtful
utility and, at the same time, is very codlly.

Question 6.1.. Do Market Participants agree that the quantitative thresholds for
undertakings to request treatment as digible counterparties should be the same as
the thresholdsfor professional clients? Please provide thereasonsfor your position.
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The quantitative thresholds above which companies that do not come under the category of
eligible counterparties by law may be treated as such should coincide with those provided
under Annex |1 to extend the category of professond clients.

Section |11 —Markets

Before deding with an andyss of CESR’'s proposals on transparency, we would like to
emphasse that the am of publishing trading information is to obtain the maximum possible
transparency with aview to counter-baancing potentia negetive effects of the internalisation of
orderson the efficiency of the price formation process.

The EC, in motivating its choice to favour the interndisation of trading in the preiminary
Report* to the proposed directive (which became the Directive 2004/39/CE), listed a long
series of benefits of interndisation. The most important of these was competition between
different market participants (markets, MTF, intermediaries).

The EC acknowledged, in the context of a balanced andysis, that the execution of orders

over numerous venues could lead to the fragmentation of negotiations as well asto a
decrease in market liquidity. The EC identified the need for a suitable control of this
phenomenon in order to avoid negative effects on price formation whether by way of

an increase of the spread or reduced trading oppor tunities.

The Commission proposed to solve the problem by providing an efficient trangparency regime.

The Association fully shares this point of view. It is for this reason thet it is fully convinced that
the adoption of second level regulations on pre- and post- trade transparency represents a
very ddicate effort. Care should be taken not to lose Sght of the principles defined by the first
level legidaor. These condgderations should not be confined exclusively to regulations on
transparency. Rather they are valid for the consolidation of information too in order to avoid

depriving the same principles of meaning.

Question 7.1: In your view, what types of arrangements other than RMsand MTFs
could be considered as complying with article 22.2?

According to ASSOSIM, the procedures, which differ from the use of regulated markets or
MTFs, used by intermediaries to facilitate the most rapid possible execution of outstanding
limit orders, under article 22, paragraph 2, should allow an easy consolidation of information.
Equally, s0 as not to impose high cogts on intermediaries, it is particularly important to apply
article 44 paragraph 2. Article 44, paragraph 2 provides that markets may give access to
devices used to disclose information on commercially reasonable terms and without
discrimination to investment firms that are required to publish their share quotes in
accordance with article 27.

This provison applies as wel to information under 22.2, which consders the publication
obligation with respect to outstanding limit orders to have been fulfilled with the sending of
sameto aregulated market or MTF.

'See the Report accompanying the 1SD’ s proposed amendments of 22 November 2002.
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Although the legidation leaves the choice of consolidation for the most part to the market, it is
important to note that pre- and post- trading information is a public good. This information is
hugely important aove al for investors and market integrity. As a result, the cost of
guaranteeing protection of such information should be shared equdly by al market operators.

Question 7.2: Do you consider the proposal on publishing the client limit order in a
quotedriver system appropriate?

A quote driven system as currently set up could not by its nature allow for publication of alimit
order. The problem should be addressed in the unlikely case that the only system to which an
outstanding limit order may be sent is a quote driven system to dlow the intermediary to fulfil
its obligation under article 22.2 of the Mifid.

Pre-trade transparency — Systematic I nternalisers (article 4 e 27)
1. Definition of Systematic I nternaliser

Question 8.1.: Do consultees agree with criteria for determining systematic
internaliser ? Should additional/other criteria be used and if so, what should these be?

The downside to CESR's proposd regarding a definition for systemétic interndiser is that the
quditative criteria inherent to the intermediary’s organisation such as those proposed are
subject to an overly broad interpretation.

Consdering the generd principle of legd certainty, the intermediaries think that it would be
very useful to introduce quantitative thresholds. CESR requests an opinion on the usefulness of
anumerica threshold only in relation to frequency at question 8.3.

ASSOSIM proposes to identify a percentage threshold of internalisation to a
benchmark (10%) compared to overall activities carried out by an intermediary
beyond which the intermediary would be consdered an internaliser. The cdculaions
would be made over a reference period of 12 months. This would guarantee, above dl, a
level of market gability and would dso avoid depriving the market of information on a
sggnificant percentage of share price activity due to irrdevant or exceptiond downward
variaionsto the “reference’ threshold.

Question 8.2.: Should the criteria be fulfilled collectively or used separately?

Should the quantitative thresholds proposa not be accepted, the criteria listed by CESR
should be evaluated separately. It should not be necessary for dl criteria to be present in
order to qualify asubject asan internaiser.

Question 8.3.: Should CESR st criteria for theterm “frequent” ? If so, do consultees
support the setting of numeric criteria or do they believe that a more flexible
approach would be useful? What should these criteria be?
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The percentage threshold suggested in the answer 8.1 should be introduced to determine the
concept of “frequent” in the definition of systematic internaiser. See answer to 8.1

Question 8.4: Do you agree with the proposed obligation to disclose the intention to
cease systematic internalisation? Should CESR propose more detailed proposals on
thisand if so, what should be the appropriate notice period?

ASSOSIM agrees with the proposal that the interndiser should disclose its intention to cease
systemétic interndisation to the market using the same medium used to publish its quotetions.
As regards the notice period to be applied by the interndiser, ASSOSIM believes 3 months
would be appropriate, in view of the conseguences of such a decison for the counterparties,
whether these be retail/professional customers or digible counterparties. Congder, for
example, an intermediary that provides the service of execution of orders on behaf of clients
and that includes the interndiser in question among his best execution policy venues. Upon
receipt of communication of ceased internaisation activities, the said broker would have to
review its policy in order to comply with the contractud obligations undertaken with
customers.

Furthermore, for the purposes of removing al problems relating to alack of legd certainty as
regards the identification of the interndiser, and the moment from which he is to consider
himsdf sysematic interndiser for a specific security, ASSOSIM suggests that a sort of
preventative communication by the broker be put in place, that is comparable to the above
communication of ceased activities.

Liquidity
Question 8.5: Should liquidity be measured on an EU wide or national basis?

Yes, on the bass of the definition specified by CESR, according to which, if a security is
consdered liquid, dl the European internalisers must comply with the transparency obligations.
Asregards the calculation of liquidity, see where relevant.

Question 8.6: Do consultees have a preferencein favour of setting pre-determined
criteriaor usng a proxy approach?

Question 8.8: Isit possible and/or appropriate to use for the purposes of article 27 a
combination of absolute and relative criteriato define shares asliquid?

Question 8.10: Do consultees agree with the analysis of the relative merits and
drawbacks of using proxies such asindices?

Question 8.11: Which criteria would best accommodate the needs of different
marketswithin the EU?

ASSOSIM advises that one of the methods (which are based on predetermined criteria) listed
by the CESR be followed. In particular, ASSOSIM tends towards letter h), which
contemplatestheratio between capitalisation and the daily trading of a security.
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In the event CESR decides to follow the proxy route, which we believe to be aless rdiable
method, we fed that we must comment on the choice between a European and a domestic
index.

CESR seems to favour a European-style index, to the excluson of domestic indices.
ASSOSIM, on the other hand, believes that national indices should be carefully
considered, in so far as they are the only means of guaranteeing transparency also
for those securities that are extensively traded in single countries and by retail
investors, and that cannot aspireto being included in European indices.

Congder, for example, that currently only 2/3 Itdian securities are included in the European
index EuroStoxx 50. If the Stuation were to remain unchanged, the only intermediaries to be
subject to trangparency obligations, in so far as systematic interndisers of liquid securities,
would be the brokers who internalise the 2/3 mentioned securities, while the securities included
in the S& PMib index represent 95% of tradesin Italy.

It is true that, as the concept of liquidity is by now based on EU wide criteria, trangparency
obligations should be imposed throughout al of Europe, on securities thet are only liquid in
certain countries (if we take domestic indices as a point of reference).

This problem, however, would also manifest itsdlf, athough to a lesser degree, in relation to
securities included in a European index, which cannot be expected to be liquid everywhere.
ASSOSIM bedlieves that such a contraindication, if it can be consdered such, is a natura
consequence of reasoning in line with European parameters, a necessary step towards
integration. On the other hand, our suggestion takes into account the fact that there may well
be, even though in an integrated context, securities, for example, of nationa issuers that are
traded more within the domestic frontiers, and that this phenomenon might or might not be
trangtiond. European regulations must not damage the trangparency of securities extengvely
traded at nationd level and which, in particular, as we have dready said, could be the subject
of retail customer transactions.

The determination of the Standard market size/Classes of shares

Question 9.1: Do you agree with CESR’s approach of proposing a unified block
regime for the relevant provisons in the Directive or do you see reasons why a
differentiation between Art.27 MiFID on the one hand and Art.29, 30, 44, 45 MiFID
on the other hand would be advisable?

We bdlieve that the block regime should be unified, using, therefore, the same caculation
method to determine the blocks, both for the purposes of article 27 and for the purposes of
articles 29, 30, 44 and 45, which concern pre- and post-trade transparency on regulated
markets and MTFs.

Question 9.2: Would you consider a large number of SM S classes, each comprising a

relatively small bandwidth of arithmetic average value of orders executed, as
problematic for systematic inter naliser s?

10
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We believe that in defining the number of classes, account should be taken of the content of
Recital 54, which provides that shares be placed in a class whose average vaue is close to the
average vaue of the share itsdlf, and is therefore representative of the said security.
Neverthdess, this necessary representative feeture of the class to which securities belong, must
be matched by an egualy important need for amplicity in managing the future system
publication of quotes.

In order to identify the number of classes, ASSOSIM suggests applying a
guantitative tolerance parameter to the class average values and the security
average values.

For the purposes of determining classes and average values, the executed orders
must be taken into account, and not the executed contracts.

It would be reading too much into the regulation text, if we were to interpret the calculation as
being based on a contract average, as the first level legidaion directive clearly Sates the
phrase “executed orders’.

Question 9.3: In your opinion, would it be more appropriate to fix the SMS as
monetary value or convert it into number of shares?

We bdieve that the standard market size should be represented by a monetary vaue
representing a quantity that can be immediately perceived.

In view of the fact that the market scenario will dter subgtantidly following the implementation
of the new interndisation system, it may be necessary to include the possibility of reviewing the
parameters defining class and average vaues, without this resulting in an extra cost for
brokers.

Question 9.4: Do you consider subsequent annual revisions of the grouping of shares
as sufficient or would you prefer them to be more frequent? Should CESR make more
concrete proposals on revison? In particular, should the time of revisions be fixed at
level 2?

Assosm congders the annud revison of the grouping of the shares as sufficient.
Thetime of revison should be fixed at level 2 and it should be the same dl over Europe.

Question 9.5: Do you support the determination of an initial SMS by grouping the
share into a class, once a newly issued share is traded for three months, or do you
consder it reasonableto fix an initial SMSfrom the first day of trading of a share by
using a proxy based on peer stocks?

Furthermore, ASSOSIM agrees that certain extraordinary events relating to a security, which
have an impact on its average vaue, could result in the need for “ad hoc” reviews of the class
grouping (take over bid, public offering, merger).

In the case of IPOs, we agree with CESR's second proposa: the competent Authority
determines the class to which a security belongs as from the first day of trading, on the bass

1
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of reference parameters such as, for example, the SMS of a share with smilar market
capitaisaion.

Naturdly, we do not envisage barring internalisation activities on a security for the initia trading
period, following the 1PO.

Question 9.6: Do you consider a two week period from publication as sufficient for
systematic internaliser sto adapt to new SM Ss?

Yes, atwo-week period from publication is sufficient for syslematic internalisers to adapt to
new SMSs.

Question 9.7: Do you agree on the proposal on publication of the classfication of
shares? Would you prefer the establishment of a single contact point (at level2)?

We agree that information regarding shares SMSs must be published. A single contact point
could be useful as a clear point of reference from which to obtain accurate and precise
information.

Obligations of the Systematic | nternaliser

Question 10.1. Do Consultees consider that there might be specific regulatory issues
and specific provisons needed where a systematic internaliser is the trading venue
with the largest turnover in a particular share falling within the scope of Article 27?

According to ASSOSIM, no specific regulatory requirements arise where an internaiser
represents the trading venue with the largest turnover in a particular share, athough they could
arise with respect to the fact that, in certain circumstances, references are required to carry out
the activity, for example in the event the regulated market on which the share is quoted is
closed.

Question 10.2: Do consultees agreethat the availability of quotesduring 100 % of
normal trading hours of thefirm is reasonable and wor kable requirement for “on a
continuous basis’ ?

Yes, ASSOSIM agrees.

Question 10.3: Do consultees think that publication of quotes solely on the firm’s own
website meetsthe “ easily accessible” test?

No, ASSOSIM does not think it is sufficient. (See answer a question 7.1)
Question 10.4.: Do you agree with the proposed general criteriafor determining when
aprice or pricesreflect market conditions or do you think that more specific criteria

should be added? In the latter case which criteria do you think should be added?

We agree with CESR's position.
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Question 10.5: Do you prefer either of the criteria defining exceptional market
conditions, and should those criteria be supplemented by an open list of exceptional
mar ket conditions?

We believe that criteria defining exceptional market conditions should be supplemented by an
open list of examples of exceptional market conditions.

Question 10.6.: Are there exceptional market circumstances where a systematic
internaliser should be able to withdraw its quotes even though a trading suspension
has not been called by the regulated market? In the latter case, which market
conditions should be added to an open list?

There are exceptiond market circumstances where a systematic internaliser should be able to
withdraw its quotes even though a trading suspension has not been cdled by the regulated
market. At the same time, the systematic interndiser could decide to continue trading a share
that has been suspended on a regulated market.

Question 10.7.: Do you agree that the proposed approach to the updating of quotesis
acceptable or would you prefer more specific criteria? In the latter case, which
criteria could be added?

We agree with CESR’ s approach.

Handling of client orders and executing the orders

Question 11.1.: Do consultees agreethat it isunnecessary for CESR to provide
additional advice in respect of the handling of client orderswhere a systematic
internaliser publishes multiple quotes?

ASSOSIM agrees.

Question 11.2.: Would there be any benefit to CESR making more detailed
recommendations concer ning how a firm should set the number and/or volume of
ordersthat representsthe norm? If so, what form should they take?

We agree with CESR’ s assessment.

Question 11.3: Do consultees agree with the definition of a transaction where
execution in several securitiesispart of onetransaction? In particular, istherea
need to specify a minimum number of securitiesand if so, what should the number

be?

We bdieve a minimum number of securities should be specified and the number should be 20.
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Question 11.4.: Do consultees agree with the approach to " orders subject to
conditions other than current market price' ?

ASSOSIM agrees.

4. The Size customarily undertaken by a retail investor

Question 11.5: Should the size be based on a EU wide criteria or would national
approaches be preferred?

The Size customarily undertaken by aretall investor should be based on a EU wide criteria

Question 11.6: Do consultees prefer having a fixed threshold for all shares, or should
the size belinked to the grouping of shares (and subsequently to the SM S of each
class) or to some other factor? If so, which?

A fixed threshold for al shareswould be preferable, in order to make it more workable from
an operationa point of view.

Question 11.7: If athreshold is set, how should it reflect the different sizesaround the
EU, i.e. should it bethe highest retail size, the lowest or something in between?

Given the existence of differencesin order size in different countries, we would suggest that the
threshold be et at the highest level so as not to forego the regulatory benefits of transparency
obligetions.

We remain at your disposa for any other clarifications you should require.

Y ours sSncerdy
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