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Foreword
by the Chairman

The financial crisis has dominated supervisors’ attention

some segments of the markets, especially the more opaque

during the past year. In the field of securities, some

parts, have come under severe strain, which has called for

deficiencies have appeared, and the effective application of

closer follow-up to be undertaken, and if needed, for new

existing regulations remains an important focus of our
attention. CESR has been strongly of the view that the

regulatory initiatives to be considered. Co-ordination has
continued to be intensified amongst the 3L3 Committees,

success of the EU Single Market for Financial Services

and CESR has had the opportunity to greatly strengthen its

depends on the confidence of investors, effective investor

work and close co-operation with the banking and

protection and transparency for all market participants. As

insurance supervisors. In particular, the CESR work

such, beyond the key advisory role played in some

programme has been adapted to take into account urgent

innovative legislative decisions (such as the revision of the

initiatives developed by the European institutions, but also

UCITS Directive), CESR has focused particularly, during

taking into account the numerous wider international

2007 and in 2008, on ensuring effective and convergent

initiatives that have been launched. This year’s annual

implementation of securities legislation by encouraging

report therefore helps to set out the multiplicity of

greater discussion of day-to-day practices in expert groups

domains covered within the CESR system of co-operation,

before regulatory decisions are taken, and in mapping and

and the actions taken in this context.

undertaking peer reviews through the work of the Review

New work streams relating to the crisis have been started

Panel. These objectives and tools have not changed, even if

and some have even been completed (such as a review of

our resolve has intensified.

the impact of Lehman’s default), but less visible, the

That said, whilst the securities markets in general have

mandates of existing working groups have been adapted to

continued throughout the crisis to function effectively,

take account of questions that came to CESR’s attention as
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The success of the EU Single Market for Financial Services depends on the confidence
of investors, effective investor protection and transparency for all market participants.
As especially some of the opaque segments of the markets have come under severe
strain during 2008, CESR will reflect on follow-up regulatory initiatives in these areas.

part of crisis related developments. This has included

groups, composed of the representatives of the national

renewed focus on fair value accounting, work on Madoff

supervisors. It is in these groups that the co-operation and

and short-selling to name a few.

co-ordination of regulatory activities of the 29 national

The crisis has also triggered noteworthy institutional

supervisors is effectively achieved, through almost daily

developments which will shape the future of CESR and its

contacts amongst the Members’ experts. The report also

capacity to work significantly in the future. During 2008,

illustrates the open and continuous dialogue with the

efforts were already underway to see what could be done to

markets

increase the efficiency of the Committee within the
Lamfalussy process. As such, 2008 saw a review of CESR’s
Charter and particularly the adoption of qualified majority
voting to facilitate its decision making process. The crisis,
however, has accelerated the need to review more radically
the role of CESR and the other 3L3 Committees and to

and

their

participants

through

CESR’s

consultation procedures and our desire to increase this
dialogue with the representatives of retail investor
associations whose resources are more limited, but whose
interest and voice must be heard in our work. The CESR
Charter rightly considers this active dialogue, with market

establish further how they fit within the institutional

participants of all types, one of the essential guarantees for

framework and the tools at the Committees’ disposal. This

contributing to the objective of ‘better regulation’, and

important work will be continued in 2009. We are now

CESR remains committed to its effective implementation.

discussing with the EU institutions the proposals contained

I would like to express my thanks to the Chairs and

in what is commonly referred to as the ‘de Larosière Report’

members of the working groups and to the CESR

and we move to implement their decisions to ensure a more
robust and coherent framework for European supervision
that will serve to rebuild market confidence further. The
latter will hopefully lead to a significant upgrading of
CESR’s functioning and allow it to develop more effective

Secretariat who have enabled CESR to pursue its activities
in a balanced way, but also with great strength and speed.
Following now seven years of CESR’s existence, their work
is the basis of CESR’s image today. Finally, I would like to

instruments to contribute to the creation of the integrated

make a particular mention to the significant contribution of

European securities market.

three Chairs who have now left CESR, Ingrid Bonde, Callum

This year’s annual report has been considerably

McCarthy and Michel Prada. These three Members

remodelled, allowing for more clarity about the objectives

contributed tirelessly to the work of CESR over the past

and the instruments of CESR. The new presentation is

years, both by leading expert groups, and by providing very

aimed at giving better insight into the many work streams

wise counsel, which has ensured CESR has become and

advanced by the Committee, their relationship to the

continues to be effective in its work.

objectives described and the progress made in each of the
respective work streams. You will notice the breadth of

Eddy Wymeersch,

work covered by the Committee’s technical working

Chairman of CESR.

3

4

List of commonly
used acronyms
A AII
AMLTF
AUM
ARC
AuRC

Alternative Instrument Identifier
Anti-Money Laundering Task Force
Assets under Management
Accounting Regulatory Committee
Auditing Regulatory Committee

B BSC

Banking Supervisory Committee

C CAD
CCP
CEBS
CESAME

Capital Adequacy Directive
Central Counterparty Clearing
Committee of European Banking Supervisors
European Commission’s Clearing and Settlement
Advisory and Monitoring Expert Group

CESR
CEIOPS

Committee of European Securities Regulators
Committee of European Insurance
and Occupational Pensions Supervisors

CDD
CDS
CDO
CFTC
Commission
CPSS
CRAs
CRD
CSD

Customer Due Diligence
Credit Default Swaps
Collateralised Debt Obligations
Commodity Futures Trading Commission
European Commission
Committee on Payment and Settlement Systems
Credit Rating Agencies
Capital Requirements Directive
Central Securities Depositories

E ECB
ECOFIN
ECON

European Central Bank
Economic and Financial Affairs Council
Economic and Monetary Affairs Committee
of the European Parliament

EEA
EECS
EFC
EFCC
EFRAG
ERGEG
EU
ESC
ESCB
ECSDA

European Economic Area
European Enforcers’ Co-ordination Sessions
Economic and Financial Committee
European Financial Conglomerates Committee
European Financial Reporting Advisory Group
European Regulators’ Group for Energy and Gas
European Union
European Securities Committee
European System of Central Banks
European Central Securities Depositories
Association

ESME

European Commission’s European Securities
Markets Expert Group

F FCD
FESE
FASB
FSC
FSF
FST

Financial Conglomerates Directive
Federation of European Stock Exchanges
Financial Accounting Standards Board
Financial Services Committee
Financial Stability Forum
Financial Stability Table

G GAAP

Generally Accepted Accounting Principles

I IA
IAASB
IAS
IASB
IASCF
IFRIC

Impact Assessment
International Auditing and Assurance Standards Board
International Accounting Standards
International Accounting Standards Board
International Accounting Standards Foundation
International Financial Reporting Interpretations
Committee

IFRS
IOSCO
IPO
IRD
IT
IWCFC

International Financial Reporting Standards
International Organization of Securities Commissions
Initial Public Offering
Instrument Reference Data
Information Technology
Interim Working Committee on Financial
Conglomerates

J JCFC

Joint Committee on Financial Conglomerats

K KII/ KID

Key Investor Information/ Key Information Document

M MAD
MPCP
M&A
MiFID
MSCI-indices

Market Abuse Directive
Market Participants Consultative Panel
Mergers and Acquisitions
Markets in Financial Instruments Directive
Indices maintained by Morgan Stanley
Capital International

MoU
MTF

Memorandum of Understanding
Multilateral Trading Facility

O OAM
OFC
OTC

Officially Appointed National Mechanism
Non-cooperative Jurisdictions
Over-The-Counter

Q Q&A
QMV

Questions and Answers
Qualified Majority Voting

S S&I Group
SEC
SRRI

Surveillance & Intelligence Group
Securities and Exchange Commission
Synthetic Risk-Reward Indicator

T TD
TOD
TREM

Transparency Directive
Takeover Bids Directive
Transaction Reporting Exchange Mechanism

U UCITS

Undertakings for Collective Investment in
Transferable Securities (Directive)
Urgent Issues Group
United States

UIG
US
V VAT

Value Added Tax

X XBRL

Extensible Business Reporting Language

3L3

Three Level 3 Committees
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01 Securities markets in 2008:
trends and risks
The developments in financial markets in Europe and around the world reflected serious concerns of market
participants about the evolution of the financial crisis and its impacts on the real economy. The Eurostoxx
50 index declined by 29% until mid-September 2008 and then, after the default of Lehman Brothers,
declined by a further 15% until the end of the year. The fall in equity markets, coupled with an increase in
investors' risk aversion, led to a transfer of funds in an amount previously unseen, away from asset classes
that were perceived as risky, towards cash and money market funds. In conjunction with remarkable stock
market losses, this has resulted in a dramatic 22% decline in the value of assets under management (AUM)
in the European fund industry(1).
As Lehman Brothers was a key player in the market of prime brokerage, its collapse forced many hedge
funds to deleverage. This contributed to financial difficulties in the hedge fund industry, which, in 2008,
experienced its worst performance ever. The default of Lehman Brothers also adversely affected other
markets in Europe, especially the corporate bond markets and the credit default swap market, where
spreads had already been widening since the collapse of Bear Stearns in March 2008.
The lack of liquidity in capital markets led to a strong decline in the number and the total offering values of
the initial public offerings (IPOs) in Europe. In contrast, for the private equity industry, 2008 was the second
best fundraising year to date with only 2007 seeing more capital raised by the industry. One reason being
that strategies such as venture and mezzanine capital gained considerable ground. Credit derivatives
markets witnessed an increase in the number of unconfirmed trades and settlement problems.
Finally, following the implementation of the Markets in Financial Instruments Directive (MiFID) by EU
Member States in 2007, a significant trend observed in the European equity markets in 2008 was a
significant increase in the number of pan-European electronic trading platforms and a sharp increase in
market share of some of these new electronic trading platforms. This development presented challenges for
the European exchanges as it created considerable competitive pressure among them.

Developments in financial markets
Equity markets around the world experienced dramatic drops in prices and unprecedented volatility levels
as a consequence of the aggravation of the financial crisis and fears about a deep recession. It is estimated
that, in terms of market capitalisation, about US $14 trillion was lost worldwide in 2008.
The sharp drop in equity prices, which materialised particularly in the last quarter of 2008, was
accompanied by unusually high price volatility. During this period, market participants had to cope with
several waves of dense news, e.g. failures of financial institutions, public rescue plans for firms in the financial
sector, company profit warnings, industry restructuring plans and adverse macroeconomic data.
Figure 1 – Indices Performance & diary of major financial events (Base date: 01/01/2007)
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Source: Transaction Auditing Group.

(1) Source: http://www.efama.org, Quarterly statistical release Feb 09, No 36.
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Equity markets
around the world
experienced
dramatic drops in
prices and
unprecedented
volatility levels.
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Figure 2 – Implied Volatility of 3 Month Index Call Options in 2008
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Source: Bloomberg.

Substantial price drops took place in all sectors. Price decreases were particularly important in the financial
sector, which lost more than half of its value between the end of 2007 and November 2008. Pro-cyclical sectors,
like materials, industrials, IT or consumer discretionary, experienced very high losses too, of around 40% with
the bulk of these price losses accumulated between September and the end of November 2008.
Figure 3 – MSCI world sector indices performance
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Following the implementation of the MiFID by Member States of the European Union (EU) last year, an
important trend observed in the European equity markets in 2008 was the launch of five new pan-European
electronic trading platforms, which increased the total number of such platforms to nine(2), with a sharp
increase in market shares of some of these new platforms, particularly those of Chi-X and Turquoise. This
evolution reflects the strong competitive pressure on the main European exchanges created by the Directive.
Another challenge to the European stock exchanges was the increase of ‘dark pools’ of liquidity, i.e.
electronic crossing networks that provide liquidity that is not displayed on order books, and which is based
on the pre-trade transparency waivers provided by MiFID. This liquidity is mainly provided to institutional
investors like hedge funds and pension funds who want to trade large orders anonymously and
electronically. Official statistical data for the activity of these electronic trading facilities does not exist.
Estimations indicate that 10 to 20% of U.S. equity trades could have taken place in dark pools during 2008(3).

(2) The new pan-European electronic trading platforms are: Chi-X Europe, Euro-Millennium, Turquoise, Nasdaq OMX and Bats Europe. The
existing ones are: Project SmartPool, Liquidnet Europe, SWX Europe and ITG Posit Europe.
(3) Source: http://www.reuters.com/article/rbssInvestmentServices/idUSHKG32138320090302; For Europe, see: Financial Times of 21 April 2009.
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Figure 4 – Market share for the electronic trading of European blue-chip index stocks
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Source: Transaction Auditing Group.

Initial Public Offerings: 2008 was a highly disappointing year for new listings
The bearish stock market has seen a sharp reduction in IPO activity in Europe. 2008 was a highly
disappointing year for new listings, reflecting the worldwide liquidity shortage in capital markets. In 2008,
Europe for the first time ranked third, behind the US and China. There were 334 IPOs on European exchanges
during the year, which represents a decrease of 59% compared with 813 IPOs in 2007. The total offering value
of IPOs on European markets in 2008 summed up to €14.2 billion, which, compared to the €80.4 billion
raised in 2007, shows a huge reduction in money raised. The fall in total offering value in 2008 was due to the
dramatic fall in the number of IPOs and in particular in the number of large transactions.
Figure 5 – European IPO activity by Number and Value
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In 2008, the asset management industry was affected by three key factors: first, uncertainty about the future
evolution of the financial crisis, which lead investors to re-allocate their asset portfolios. Secondly, the strong
competition from banks in search for liquidity continued to exert its adverse effect on the asset management
industry, spurring a substitution from investment funds to bank deposits and, finally the ‘Madoff case’ diminished
the confidence of investors in the industry, particularly once the extent of the fraud became known, e.g. as the
liabilities of Bernard Madoff Investment Securities LLC appear to correspond to at least €38 billion(4). During 2008,
Undertakings for Collective Investments in Transferable Securities (UCITS) recorded total net outflows of
€284 billion(5), almost half of which in the fourth quarter of 2008 – Europe’s worst sell-off experience on record.

The asset
management industry
experienced a
dramatic 22% decline
in the value of its
assets under
management.

With a total of €174 billion of net outflows, bond funds suffered the most, followed by equity and balanced
funds. Money market funds were the only fund category that recorded net inflows of €69 billion, despite
the bailouts undertaken by European governments’ in the banking sector through guarantees on deposit
accounts, which increased redemptions in the money market funds in the second and last quarter of 2008.
(4) That is the equivalent to US $50 billion; i.e. the alleged amount of liabilities of Madoff’s ponzi scheme including alleged profits of 65 billion.
(5) This amount corresponds to €335 billion if the net inflows in special funds reserved to institutional investors (€51 billion) are not taken into
account.
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Figure 6 – Recent Trends in Net Inflows by Fund Type (EUR billions)
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With the exception of Norway, Romania and Sweden which recorded positive inflows, in all other Member
States the value of AUM continued to shrink. More specifically, Luxembourg-domiciled bond funds were
the most severely hit by the financial crisis and the revelation of Madoff’s fraud, followed by funds in Italy
and Spain.

The hedge fund industry experienced its worst performance ever in 2008
The hedge fund industry lost more money in 2008 than in any year on record. Lehman Brothers was a prime
broker for many hedge funds, and its collapse in September 2008 forced many of these funds to deleverage,
which in turn had negative feedback effects on stock markets. A further setback for the hedge fund industry
was the Madoff fraud. Overall, the average fund exhibited returns of -18.3% last year, with the average fund
of funds down 20% after fees(6). In addition, hedge funds’ assets under management lost about one-third of
their value in 2008, falling to US $1.8 trillion, while liquidations hit a record high as poor performance and
funding pressure forced almost 15% of the hedge fund industry out of business(7).
The emerging markets’ index, the global hedge fund, the private equity and the commodity indices faced
decreases during the second half of 2008, but with performance across the sectors stabilising in December
2008.
Figure 7 – Comparative performance of major asset class indices since the beginning of 2008
140
120
100
80
60
40
20
0
Jan
08

MSCI World

HFR Global Hedge Fund Index

Reuters/Jeffries CRB Commodity Index

LPX50 Private Equity Index

Feb
08

Mar
08

Apr
08

May
08

Jun
08

Jul
08

Aug
08

Sep
08

Oct
08

Nov
08

Dec
08

Source: Bloomberg.

(6) Source: Hedge Fund Research.
(7) Sources: http//www.independent.co.uk/news/business/news/hedge-funds-to-see-further-falls-1638536.html and http://www.ft.com.
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Figure 8 – Hedge funds world assets evolution
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The volume of worldwide mergers and acquisitions showed a serious
decline in 2008
Due to the historically high financing costs after five consecutive years of increasing activity, the volume of
worldwide mergers and acquisitions (M&A) showed a serious decline in 2008. The global volume in M&A
amounted to US $2.9 trillion in announced deals during 2008, meaning a decrease of 29.6% from 2007 totals
and being the lowest level for annual deal activity since 2005. Highlighting the difficult deal making
environment, the number of withdrawn M&A transactions reached an all-time high in 2008.
Figure 9 – Global M&A (1999-2008, USD bn)
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Cross-border deal activity amounted to US $1.1 trillion during 2008. This corresponds to 38% of worldwide
mergers, as opposed to 47% in 2007, and represents a 38.5% decline in deal volume with respect to the
previous year. By M&A target industry, the financial sector was the most active with 23% of global M&A
deals, followed by energy and power with 15% and consumer staples with 12% of worldwide merger activity
during 2008.
As a consequence of the increasing government investments in major financial institutions, the overall
investments by government entities amounted to US $396 billion during 2008, representing 13.5% of
worldwide M&A deal volume.

Private equity fundraising remained remarkably strong especially during
the first three quarters of 2008
2008 was the second highest fundraising year for private equity to date with only 2007 seeing more capital
raised by the industry. A total of 768 private equity funds achieved a final close during 2008, raising
aggregate commitments of US $553.8 billion. One reason for this positive outcome is the attention given by
private equity investors to strategies such as venture and mezzanine, which over-compensated the low
activity of the big buyout funds.
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Figure 10 – Quarterly Global Fundraising Q1 2007-Q4 2008
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Although fund raising began strongly in the first half of 2008, figures from the last half of the year indicated a
slowdown. In addition, the big deals have vanished; for example in the fourth quarter of 2008, the average buyout size was US $78.8 million, down from US $280.8 million in the final quarter of 2007 and US $726.3 million
in the last three months of 2006(8).

In the European bond markets, corporate and government bond spreads
continue to widen throughout 2008
Over the year 2008, corporate bond spreads in Europe continued widening. This movement already started
after the collapse of Bear Stearns in March 2008 and was further enhanced by the collapse of Lehman Brothers
in September. Prices of all types of corporate papers fell dramatically mainly because demand collapsed and
selling pressure from mutual funds and pension funds badly hurt the market.
Although spreads stabilised in most sectors from December 2008 onwards, this was not the case for the
financial sector, indicating that investors’ perception of risk remained high despite the EU governments’
recapitalisation plans and other public policy measures implemented to support the financial system.
Investor risk sensitivity, subdued global investor demand, prospects for a significant slowdown in economic
growth and uncertain pricing contributed to continued depressed market conditions and sharply lower
issuance volumes in the EU high yield bond and leveraged loan markets. In the European high yield bond
market, the primary market was virtually closed in the fourth quarter of 2008 with high yield bond and
leveraged credit issuance reaching only €73.7 billion for the full year 2008 compared to €240.3 billion in 2007.
In the European government bond market, the effect of the crisis on the budgets of countries such as Greece,
Ireland, Italy, Spain and Portugal, led spreads to rise strongly. For instance, spreads on 10-year Greek bonds
exceeded 200 basis points over German Bunds in December 2008, compared with 40 basis points in January
2008.
Figure 11 – IBOXX vs Treasury Corporate bond spreads in Europe
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Finally, the dramatic wave of downgrading in all types of listed companies in Europe, which started in December
2007, continued during the course of 2008, especially for financial institutions, where the number of
downgrades exceeded by far the number of upgrades.
Figures 12/13 – Difference between number of upgrades and number of downgrades in Europe
Financial firms

10

Non financial firms

10
5

5
0

0

-5

-5

-10

-10

-15

-15

-20

-20

-25

-25

-30

-30

-35

-35
dec-02

dec-03

dec-04

dec-05

dec-06

dec-07

dec-08

dec-02

dec-03

dec-04

dec-05

dec-06

n°upgrades-n°downgrades

n°upgrades-n°downgrades

n°reviews for upgrade n°reviews for downgrade

n°reviews for upgrade n°reviews for downgrade

dec-07

dec-08

Source: Moody’s, own calculations

In the credit derivatives markets, the credit default swap spreads reached
a peak twice in 2008
The cost of insuring against counterparty default, as represented by Credit Default Swap (CDS) spreads for the
European financial companies, has increased very rapidly since the beginning of the credit crisis in July 2007.
When Bear Stearns faced financial problems in March 2008, the CDS spreads reached a peak over several
months; the collapse of Lehman Brothers in September 2008 then led the spreads to new highs.
Figure 14 – iTraxx Europe Financials
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An ongoing problem in the credit derivatives markets in 2008 was the backlog in trade processing, which has
accompanied the rapid growth in the CDS market, already lasting for several years.
Before the breakout of the subprime crisis in 2008, outstanding confirmations in CDS markets have been
reduced significantly; but as a result of the market turmoil, backlogs rose again in June 2008. A report by Markit
in June 2008 showed that there were 59.430 outstanding confirmations in comparison to 32.865 in December
2007. This was due to the increase in CDS transaction volumes and constraints in human resources in
connection with the coverage of the subprime crisis.
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02 CESR’s objectives, priorities and
key achievements in 2008
2.1 CESR’s objectives
Sound and effective regulation of securities markets is important for the growth, integrity and efficiency of
Europe’s securities markets. Furthermore, effective regulation is a key factor in securing and maintaining
confidence amongst market participants. In order to foster these conditions throughout Europe, CESR, in
its role as a network of European securities regulators, improves the co-ordination amongst its Members,
provides technical advice to the European Commission (Commission) and seeks to ensure that EU
securities legislation is implemented more consistently across Member States.
The ECOFIN conclusions of 14 May 2008 committed CESR to increasing accountability regarding reporting
on its work programme. The annual report is therefore a critical tool in ensuring this accountability.
Furthermore, CESR took this opportunity to consider further how it could provide greater strategic clarity
on the work it was undertaking and decided, both on this basis, and in response to requests by market
participants, to define further the purpose of individual work streams in relation to what could be
considered as core high-level objectives, which underpin the main elements, that define CESR’s work. To
achieve this, CESR began by defining five objectives to which CESR’s work can be said to contribute,
namely, achieving:
, Market integrity, transparency and efficiency;
, Convergence;
, Investor protection;
, Transparency of implementation; and
, Technical advice and reporting to EU institutions, implementation of EU roadmaps.
It should be noted that some of CESR’s objectives are interlinked, or actions taken to achieve one objective will
also serve in achieving one of the other key objectives identified. For example, delivering market integrity,
transparency and efficiency should also promote investor protection; equally, delivering convergence amongst
supervisors should also result in increased investor protection by ensuring that retail investors can be sure of a
comparative level of protection wherever the provider is based in Europe. Furthermore, one objective in
particular, that of ‘market integrity, transparency and efficiency’ is grouped together as each element is
particularly tightly linked with the others. Therefore, CESR has tried for the first time to present its work in
achieving these objectives by grouping the work streams under chapters on these objectives, rather than
focusing its reporting on expert or operational groups. Nevertheless, in order to provide the reader with the
facility to view the information by expert group as well, we have included in this section a presentation by the
chairs of the major groups and an index of the work streams by expert group. In addition, we have sought to
identify the key objectives. As explained, each work stream may achieve more than one of CESR objectives and
where this is the case, the report highlights the other objectives to which the work streams contributes.
A short description of the objectives is also included below:

Market integrity, transparency and efficiency
Securities regulators seek to secure the orderly functioning of financial markets by ensuring that markets
function in a fair, efficient and transparent manner. Regulation of markets achieves this by looking at issues,
such as the integrity of price formation; the clarity of information on the product being sold and its
functioning; the prevention of manipulative behaviour (which might distort the price); ensuring that
appropriate laws for customer protection exist, are implemented and enforced effectively. CESR fosters the
integrity, transparency and efficiency of EU financial markets by improving the co-ordination amongst EU
regulators through guidance, Question and Answers (Q&A), and where appropriate, through publishing
market data and regulatory decisions taken by CESR Members to provide clarity to market participants.
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2.1 CESR’s objectives

Convergence
By seeking to converge day-to-day implementation of Community legislation, CESR ensures a more
consistent implementation of securities legislation across the Member States. Efforts to achieve this also
include improving co-ordination among securities regulators by developing effective operational network
mechanisms to enhance day-to-day supervision and effective enforcement, enabling the EU Single Market
for Financial Services to be fully established. The convergent application of EU legislation, which is one of
CESR’s main objectives, will, in almost all cases, contribute to the achievement of the other CESR objectives
identified, as the convergent application of EU legislation ensures that the principles of regulation, such as
market integrity or consumer protection, are uniformly applied across Europe.

Investor protection
Work towards achieving this objective takes many forms and includes ensuring that retail investors are only
sold products from licensed or authorised service providers permitted to offer investment services.
Furthermore, seeking to ensure the effective disclosure of information to investors is key, as this helps
investors to better assess the potential risks and rewards of their investments. Much of the work described
to ensure market integrity and efficiency also seeks to protect investors by ensuring they are protected from
misleading, manipulative or fraudulent practices, including insider trading, or the misuse of client assets,
and that best execution requirements are honoured. In addition to ensuring the interest of investors is
effectively reflected in the legal frameworks, which CESR attempts to do through its technical advice to the
Commission, CESR serves investor protection throughout Europe by disclosing cross-border information
on national authorisation, complaint and compensation schemes, as well as contact information on national
competent authorities. Circulating information on non-authorised investment providers through the
CESR-Pol network for inclusion on national websites by way of alerting retail investors can also be
considered as part of cross-border disclosure benefiting the investor.

Transparency of implementation
Transparency of implementation refers to the work done by CESR to either explain where differences in
implementing EU Directives occur, through the mapping exercises carried out by its Review Panel or, for
example, in assessing how CESR Members have implemented derogations where the Directive or
Regulation have allowed differences to exist. In addition, CESR’s work to harmonise views amongst CESR
Members and market participants brings clarity on implementation, both of which is done through
publishing Level 3 guidance and Q&As. By addressing the differences and areas of convergence that occur
in the day-to-day implementation of EU law nationally, transparency of implementation also serves in
achieving market efficiency, transparency and encourages greater convergence in the future by highlighting
the areas where further work should be done.

Technical advice and reporting to EU institutions, implementation
of EU roadmaps
This objective, that will be referred to (in short) as ‘advice and reporting to EU institutions’, refers to CESR’s
role to act as an advisory group to assist the Commission, in its preparation of draft implementing measures
of EU framework Directives in the field of securities. Furthermore, as requested by the ECOFIN conclusions
of May 2008, CESR has committed to reporting to the European institutions on how it is undertaking its
work and in particular, on how it is implementing the various roadmaps established at a European level.
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2.2 Key achievements and priorities in 2008
2008: A timeline of key dates and policy actions by CESR
Date

Events

CESR policy action

January
2008

– Stock markets worldwide suffer major falls.
– Financial institutions report losses and profit falls.
– Bank of America buys struggling Countrywide.

– CESR starts reviewing its Standard No. 2 on financial information.

February
2008

– Northern Rock is taken into state ownership by the Treasury of the – CESR consults on the role of CRAs in structured finance.
UK.
– CESR submits a report to EU institutions on the trends and risks in
securities markets.
– CESR publishes advice on KID disclosure for UCITS.

March
2008

– Bear Stearns is bailed out with emergency funding from JP Morgan – CESR publishes advice on equivalence of Chinese, Japanese and
Chase and the US Fed avoiding bankruptcy.
US GAAPs.
– CESR publishes a consumer guide to MiFID.
– Financial Stability Forum (FSF) recommends actions to enhance
market and institutional resilience.
– CESR provides assessment of financial turmoil to the EFC-FST.

April
2008

– US and EU banks report big quarterly losses, job cuts follow.
– Commission issues non-paper on the Lamfalussy process and the
role of the 3L3 Committees.

– CESR's action plan to strengthen market confidence following the
FSF recommendations and ECOFIN conclusions.
– CESR starts mapping supervisory powers, practices and
sanctioning regimes under MiFID.

May
2008

– US Fed and the ECB providing extra liquidity to the banking
system.
– Commission consults on new decision establishing the
Committees of Supervisors.
– ECOFIN issues its ‘financial stability' conclusions.

– CESR issues second report on CRA's compliance with IOSCO
Code.
– CESR-CEBS start to review the commodities business by issuing a
consultation paper.
– CESR publishes advice on equivalence of Canadian and South
Korean GAAPs.

June
2008
July
2008

– US Fed provides/ increases credit lines to Fannie Mae and Freddie
Mac.
– Commission’s consultation on policy proposals regarding future
regulating of CRAs.

– Federal takeover of Fannie Mae and Freddie Mac in US.
– Lehman Brothers Holding Inc. files bankruptcy protection in US.
August September – US Fed lending $ 85 billion to AIG.
– US SEC bans short-selling in stocks of all companies in financial
2008
sector.
– US authorities close Washington Mutual with JP Morgan Chase
acquiring banking operations.
– Icelandic banks being nationalised by Financial Supervisor.

October
2008

– Central banks in the US, UK, China, Canada, Sweden Switzerland
and the ECB cut rates in co-ordinated effort to aid world economy.
– EU summit on financial crisis in Paris.
– Declaration on a concerted European action plan of the euro zone
countries.
– US start Troubled Asset Relief Program (TARP).
– Commission issues financial crisis recovery framework.

– CESR meets with the US SEC to discuss issues such as IFRS, G20
follow-up, fair value accounting, XBRL etc.

– Several conference calls and two physical meetings at the level of
CESR Members.
– CESR sets up a task force on short-selling to co-ordinate the
measures taken by CESR Members throughout Europe.
– CESR sets up a task force on the impact of the Lehman default.
– CESR responds to Commission consultation on proposed CRA
regulation.
– CESR submits report to EU institutions on the trends and risks in
securities markets.
– CESR starts mapping supervisory powers and sanctioning regimes
under the TD.
– CESR publishes statement on fair value accounting in illiquid
markets.
– Joint 3L3 statement regarding the latest developments in
accounting (fair value).
– CESR and ERGEG publish their advice on market abuse issues
related to energy trading.

– CESR issues a call for evidence on MiFID's impact on secondary
November – G 20 meets in Washington DC announcing five policy principles
to face the crisis.
markets functioning.
2008
– Commission consults on control structures in audit firms and their – CESR meets with the US SEC to discuss issues such as IFRS, G20
impacts on audit market.
follow-up, fair value accounting, etc.
– Commission issues European recovery plan.
– CESR publishes advice on equivalence of Indian GAAP.
December – Revelation of the fraud of Bernhard Madoff Investment Securities
LLC.
2008
– Commission consults on hedge funds.

– CESR sets up of task force on the Madoff fraud to co-ordinate
efforts of CESR Members.
– CESR consults on non-equity markets transparency.
– 3L3 Committees publish guidelines on cross-border acquisitions.
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2.2 Key achievements and priorities in 2008

ECOFIN conclusions and roadmaps driving CESR’s 2008 agenda
The Lamfalussy structure of four levels of financial legislation - Level 1 (EU Directives or Regulations), Level 2
(binding implementing legislation), Level 3 (consistent and equivalent implementation through the use of ‘Level 3
measures’, such as standards, guidelines, recommendations and peer reviews) and Level 4 (the enforcement of
Community rules mainly by the Commission) is at the basis of CESR’s foundation as one of the three Level 3 (3L3)
Committees(9). The Lamfalussy structure had been adopted in 2001 to accelerate the process of EU legislation in
the fields of securities, banking and insurance with the successive creation of the 3L3 Committees; CESR and the
Committees of European Banking (CEBS) and Insurance and Occupational Pensions Supervisors (CEIOPS).
The Lamfalussy review
In the sixth year of the functioning of the structure, the Commission conducted a review of the Lamfalussy
structure, which resulted in publishing the so-called ‘Lamfalussy ECOFIN conclusions’ of EU Finance
Ministers. The work undertaken in 2008 by CESR was therefore to a large extent influenced by these
conclusions which highlighted the need to strengthen the role of the 3L3 Committees, their cross-sector
co-operation and to review the Commission’s mandates setting up the 3L3 Committees.
The conclusions of the Lamfalussy review introduced changes both to the working methods and to the work
plan of CESR: the working methods accordingly now request the 3L3 Committees to transmit their draft
work programmes for the coming year to the Commission, the Council and the Parliament to allow them to
express views on the key priorities and give policy advice on supervisory convergence and co-operation. The
conclusions also request the Committees to introduce qualified majority voting (QMV) into their charters.
The turmoil roadmap
Earlier in 2007, the ECOFIN Council had already agreed on another roadmap that responded to the turbulences in
financial markets. This so-called ‘turmoil roadmap’ set out in some detail the work expected from CESR, the other
3L3 Committees, and from the Commission, regarding the further developments of the financial crisis. The
roadmap set out key priorities at European level for enhancing financial stability considering policy responses to
the financial turmoil, strengthening the financial stability framework and co-operating at global level.
Financial stability roadmap
On 9 October 2007, the EU Council finally agreed on conclusions enhancing the arrangements for financial
stability in the EU, setting out common principles for strengthening financial stability and on a further
roadmap which includes the extension of the EU-wide Memorandum of Understanding of 2005 to cover all
three financial sectors.
These three roadmaps – and in particular the Lamfalussy and the turmoil roadmaps – requested the 3L3
Committees, CESR, CEBS and CEIOPS, to undertake a number of work streams during 2008, and therefore
influenced their respective and joint 3L3 work programmes. This covered introducing new work streams
related to, for instance, differences in supervisory powers, delegation, asset valuation standards (the
application of fair value), risk management standards, credit rating agencies and non-regulated debt markets.
In addition, the Lamfalussy conclusions invited the Commission to clarify the role of the 3L3 Committees and
consider different options to strengthen their way of working. In 2008, this process has continued with the
development of the new Commission decisions for the 3L3 Committees and the setting up, in October 2008,
of the Commission High-Level Expert Group on Financial Supervision in the EU, led by Jacques de Larosière.

2.3 CESR groups, task forces, networks and panels
CESR acts as a network of European securities regulators on a great variety of issues regarding securities
legislation and its implementation throughout the European Union. CESR conducts its work through
different working groups, task forces, panels and networks, which draw together senior experts from CESR’s
Member authorities. The different CESR groups are established both permanently or limited in time,
depending on the issues handled and the mandate given. The technical work carried out by CESR groups is
aimed at achieving CESR’s overall objectives, and the work of one group might also deliver to different
objectives of other groups. The following presentation of CESR’s groups, task forces, panels and networks
therefore shows which key and other objectives each of the groups serves.
(9) This structure was proposed in the Lamfalussy report published in February 2001.
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Review Panel
In 2008, CESR’s Review Panel started to map the implementation in practice of the key pillars of
Europe’s Financial Services Directives, such as the Transparency Directive and MiFID. Given the
Directives are still relatively recent, the panel’s first task was to establish how this implementation
looked in the various Member States. From May to June 2008, the Review Panel conducted a mapping exercise
on how Member States had transposed the Transparency Directive, publishing the results in October 2008.
Throughout 2008, the Review Panel progressed in compiling the data for further analysis on differences in
supervisory powers and objectives between national supervisors with regard to MiFID. CESR published in
February 2008, a review on the implementation of MiFID’s supervisory powers and practices. The review also
captured information on administrative and criminal sanctioning regimes across Europe under MiFID. This
work can therefore be seen as another key contribution in identifying and helping CESR to focus on areas where
further convergence still has to take place. A further area, in which the Review Panel also served in achieving
transparency of implementation in 2008, is the re-assessment and review of its Standards No.1 and 2 on
financial information, which define standards for convergence in the enforcement of financial information. Our
work to complete this picture will continue into 2009, however, we will also move into a new phase of peer
review which will provide a further and important impetus for convergence.” *
Division of the Review Panel’s work

Review Panel’s 2008
work streams
Mapping of Transparency
Directive’s implementations
Mapping of MiFID’s
implementations
Review of CESR’s standards
on financial information
Review of CESR’s guidelines
to simplify the notification
of UCITS

Chapter

Page

Objectives served
Main

3.2
3.2
3.2
3.2

52
51
52
53

Secondary

Transparency
of implementations

Convergence, Advice and
reporting to EU institutions

Transparency
of implementations

Convergence, Advice and
reporting to EU institutions

Transparency
of implementations

Convergence

Transparency
of implementations

Convergence

Background on the Review Panel’s work
CESR established its peer pressure group, the Review Panel, in order to contribute to the
consistent and timely implementation of Community legislation in the Member States by
securing more effective co-operation between national supervisory authorities, carrying
out peer reviews and promoting best practice. The key task of the Review Panel is to review
the day-to-day implementation of EU legislation, CESR standards and guidelines into
national rules by CESR Members. The panel reviews the overall process of implementation,
provides common understanding and expresses views on specific problems in the
implementation process encountered by individual Members and uses reviews, mapping
exercises and self-assessments to develop its findings. It then exercises peer pressure by
reviews which are carried out by fellow Members on the implementation by setting up
benchmarks that help evaluating Members’ compliance with Level 3 measures. In certain
circumstances, the Review Panel establishes a special group to address issues of a technical
nature – currently there are sub-groups on mapping the implementation of the Markets in
Financial Instruments Directive (MiFID), the Transparency Directive (TD) and others that
work on reviewing CESR’s Standards No.1 and 2.

* Carlos Tavares,
Chair of the Portuguese
Comissão do Mercado de
Valores Mobiliários
(CMVM), Vice-Chair of
CESR and Chair of the
Review Panel.

Objectives the Review Panel serves
Transparency of implementation
Convergence
Market transparency
Investor protection
Advice and reporting
to EU institutions
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2.3 CESR groups, task forces, networks and panels

CESR-Pol
In 2008, CESR-Pol dealt with a wide spectrum of issues. The key ones, of course, directly linked to the
financial crisis: CESR-Pol set up a task force on short-selling, facing the need to further analyse and
further co-ordinate the actions taken by CESR Members to secure efficient and upright functioning of markets.
Publishing, continuously updating and co-ordinating the measures taken by CESR Members on short-selling
served in achieving market integrity, transparency and efficiency as well as ensuring the confidence of investors.
Much of CESR-Pol’s work in 2008 was aimed at higher investor protection, convergence and increasing market
* Kurt Pribil,
Chief Executive Officer of
the Austrian
Finanzmarktaufsicht (FMA)
and Chairman of CESR-Pol.

Objectives CESR-Pol serves
Market integrity
Convergence
Investor protection
Market efficiency

integrity by co-ordination amongst CESR Members, for example, dealing with the Madoff fraud and cooperating within special task forces or urgent issues groups that had been set up during 2008 whenever
necessary.” *
Division of CESR-Pol’s work

CESR-Pol’s 2008
work streams
Surveillance
and intelligence issues
Urgent issues groups
Common application of
the Market Abuse Directive
Non-cooperative jurisdictions
and contacts with IOSCO
Task force on short-selling
Task force on Madoff fraud

Chapter

Page

Objectives served
Main

3.1
3.1
3.3
3.1
3.1
3.1

35
34
56
35
36
34

Secondary

Market integrity

Convergence;
Investor protection

Market integrity

Convergence;
Investor protection

Convergence

Market efficiency,
Investor protection

Market integrity

Market efficiency,
Investor protection

Market integrity

Convergence;
Investor protection

Market integrity

Convergence;
Investor protection

Background on CESR-Pol
Effective enforcement of securities laws is a key element in CESR’s delivery of its market
integrity objective and its ability to protect investors. The purpose of CESR-Pol is to provide
a forum to bring together senior enforcement officials from each CESR Member to develop
policy options relating to co-operation and enforcement issues. CESR-Pol is a permanent
operational group with a strong focus on facilitating the effective, efficient and proactive
sharing of information on specific cases, in order to enhance co-operation on, and the coordination of, surveillance and enforcement activities between CESR Members. CESR-Pol’s
key objective is to make information flow across borders between CESR Members as rapidly
as it would between departments within an authority and, by so doing, to enhance the
integrity, the fairness and necessary protections to Europe’s markets as a whole. CESR-Pol
is mandated to promote active co-operation and to ensure the consistent and effective
application of key EU Directives, particularly of the Market Abuse Directive (MAD). As the
work of CESR-Pol is becoming more operational in nature, the group established a
permanent sub-group, the surveillance and intelligence group (S&I group). When necessary,
CESR-Pol forms urgent issues groups (UIG) to co-ordinate cross-border investigations.
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CESR-Fin
CESR-Fin’s main priority in 2008 was to contribute to the consistent application and enforcement of
accounting standards which is a key lynchpin in achieving market integrity. Such consistency
ensures a fair and efficient functioning of markets and price formation; both premises important to the sound
protection of investors. Despite these overall objectives, much of CESR-Fin’s work during 2008 focused on
market integrity issues, still ongoing, in the international regulatory Community regarding the effects of fair
value accounting on market confidence during a time of financial crisis. The group also dealt with accounting
and auditing issues related to prospectuses and transparency, monitored the developments in IFRS and liaised
with the US SEC and worked on the equivalence of other third countries’ GAAPs.” *
Division of CESR-Fin’s work

CESR-Pol’s 2008
work streams

Chapter

Fair value accounting

3.1

40

Market transparency

Investor protection

Accounting and auditing
issues related to prospectuses
and transparency

3.1

42

Market transparency

Investor protection

Monitoring of IFRS

3.1
3.3
3.3

42
57
57

Market transparency

Investor protection

Convergence

Market efficiency;
Investor protection

Convergence

Market efficiency;
Investor protection

Dialogue with the US SEC
Equivalence of third
countries’ GAAPs

Page

Objectives served
Main

Secondary

Background on CESR-Fin
CESR-Fin is the other operational working group in CESR, besides CESR-Pol. Its main role
is to co-ordinate the work of CESR Members in the area of endorsement and enforcement
of financial reporting standards in Europe, the International Accounting and Financial
Reporting Standards (IAS/ IFRS). As a whole, CESR-Fin enables CESR to play an effective
role in ensuring that international accounting standards are implemented and enforced in a
convergent, consistent and harmonised manner across the EU. CESR achieves this
objective by participating proactively in the dialogue between key policymakers and
standard setting bodies involved throughout the European endorsement process, both
during the formation and the implementation of IAS/ IFRS. A further role of CESR-Fin is to
assist CESR Members in delivering the co-ordinated and effective application of IAS/ IFRS
by EU listed companies, by means of the provision of guidelines and standards relating to
the supervision and enforcement of financial reporting in Europe. CESR-Fin has also been
tasked with monitoring developments in Europe in the field of auditing. The group consists
of sub- and project groups on IFRS, accounting, auditing and equivalence and of the
European Enforcers Co-ordination Sessions (EECS).

* Fernando Restoy,
Vice-Chair of the Spanish
Comisión Nacional del
Mercado de Valores
(CNMV) and Chair of
CESR-Fin.

Objectives CESR-Fin serves
Market transparency
Convergence
Investor protection
Market efficiency
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2.3 CESR groups, task forces, networks and panels

MiFID Level 3 expert group
In 2008, the year after MiFID’s implementation in November 2007, CESR’s MiFID Level 3 expert
group has very much focused on looking into the effects the Directive has had on the European
market – covering both its functioning and its possible impacts. At the same time, the group also worked on new
areas by investigating the transparency of non-equity, energy and commodities markets, and the latter two
jointly with other European groups of regulators. Beyond investigating MiFID’s impacts, the group focused on
operational issues and questions relating to CESR Members’ use of MiFID: Members co-ordinated and discussed
* Jean-Paul Servais,
Chair of the Belgian
Commission Bancaire,
Financière et des
Assurances (CBFA) and
Chair of CESR’s MiFID
Level 3 Expert Group.

Objectives MiFID group serves
Market efficiency
Investor protection
Market integrity
Convergence

within the MiFID group issues ranging from suspensions and removals from trading to the functioning of the
MiFID passport, issues that will greatly enhance investor protection and promote market integrity. By issuing
a consumer guide on MiFID that explains how the Directive affects retail investors when dealing with firms that
provide investment services in Europe, the group underlined its commitment to investor protection.” *
Division of MiFID group’s work

MiFID Level 3 expert
group’s 2008 work
streams

Chapter

Page

Objectives served
Main

Secondary

Non-equity markets
transparency

3.1

43

Market transparency

Investor protection;
Convergence;
Market efficiency

Maintenance of MiFID
database

3.1
3.1
3.1

44
45
48

Market transparency

Investor protection

Market transparency

Investor protection;
Convergence

Market efficiency

Investor protection;
Convergence

Q&As on MiFID

3.3

58

Convergence

Market transparency;
market efficiency;
Investor protection

MiFID’s operational
work and sessions

3.3

58

Convergence

Market transparency;
market efficiency;
Investor protection

MiFID’s passport functioning

3.3

59

Convergence

Market transparency;
market efficiency;
Investor protection

Review of MiFID’s transaction
reporting obligations

3.3

59

Convergence

Market transparency;
market efficiency;
Investor protection

Impact of Lehman Brothers
default

3.4

69

Investor protection

Convergence

Investor protection

Market integrity; Market
transparency; Market
efficiency; Transparency
of implementation

Advice and reporting
to EU institutions

Market integrity; Market
transparency; Market
efficiency

Suspensions and removals
from trading
MiFID’s impact on secondary
markets functioning

Consumer guide to MiFID

CESR-ERGEG Advice
on energy markets

3.4

69

3.5

82

Background on the MiFID Level 3 expert group
The MiFID Level 3 expert group undertakes work to deliver supervisory convergence in the
day-to-day application of the Markets in Financial Instruments Directive (MiFID) and
conducts related policy work. More than one year on from MiFID’s implementation, the
group, made up of senior MiFID experts of CESR Members, focuses on developing
mechanisms to ensure consistent implementation of Level 1 and 2 requirements of the
Directive and to foster supervisory convergence among CESR Members. The group has two
sub-groups reporting to it – one being the intermediaries sub-group, and the other being the
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markets sub-group. Nevertheless, in 2008 both the intermediaries and the markets subgroups established several drafting groups to prepare the work of sub-groups themselves,
for example one on non-equity markets transparency.

Investment management expert group
In 2008, the investment management expert group continued its work in response to the request for
technical advice from the Commission in relation to the detailed form and content of key investor
information disclosures for UCITS, work which should greatly assist retail investors in identifying appropriate
funds for their particular risk appetite. A further important area in which the group provided assistance to the
Commission was in response to the request for advice at Level 1 on the UCITS management company passport,
a measure which could greatly increase market efficiency. Beyond the preparation of advice to the Commission,
the group continued its work on fostering a convergent application of the UCITS Directive and associated
measures, in particular via its operational task force. During 2008, the Madoff fraud came to light and CESR’s
investment management expert group consequently set up special task forces to both investigate the Madoff
fraud and the impacts the financial crisis had on the European fund industry – both of which aimed at ensuring
that European markets function efficiently and at clarifying how much European investors were at risk. ” *
Division of the investment management expert group’s work

Investment management Chapter
group’s 2008 work
streams

Page

Objectives served
Main

Secondary

3.4
3.4

70
70

Investor protection

Convergence

Investor protection

Convergence

KID – CESR improves
investor information for
UCITS products

3.4

71

Investor protection

Advice and reporting to EU
institutions; Convergence;

CESR’s advice on the
management company
passport

3.5

80

Advice and reporting
to EU institutions

Market efficiency

The crisis’ impact on
the EU fund industry
The Madoff fraud

Background on the investment management expert group
The investment management expert group was set up to work in the area of Undertakings
for Collective Investments in Transferable Securities (UCITS) and asset management in
order to provide a coherent regulatory framework across Europe in this area. The group,
bringing together experts from CESR Members, focuses on UCITS related issues, but also
deals with issues arising in alternative investment management. Its work ranges from
promoting convergence in CESR Members’ approaches to the eligibility of assets, to
responding to specific requests from the Commission such as on the content of the Key
Information Document (KID) for retail investors. The investment management expert
group also works on proposals for a European management company passport. The group
itself consists of two sub-groups – one dealing with operational issues like risk
measurement and management, whilst a second sub-group focuses on dealing with
preparing CESR’s advice on the KID.

* Lamberto Cardia,
Chair of the Italian
Commissione Nazionale
per le Società e la Borsa
(CONSOB) and Chair of
CESR’s Investment
Management Expert Group.

Objectives CESR’s investment
management group serves
Investor protection
Market efficiency
Market transparency
Market integrity
Advice and reporting
to EU institutions
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CESR’s objectives, priorities and key achievements in 2008
2.3 CESR groups, task forces, networks and panels

Credit rating agencies expert group
In 2008, it became more and more obvious that credit rating agencies played a prominent role in the
financial crisis. Therefore, the Commission rightly took the initiative to regulate these powerful
market participants in Europe. Whilst in 2008 CESR continued to review the codes of conduct of European and
global CRAs, the forthcoming Regulation constitutes an enormous challenge as it is the first legislative
instrument endowing CESR with substantial functions in day-to-day supervision. Moreover, in response to the
global nature of ratings, colleges of supervisors will play a key role in the new supervisory infrastructure for
* Karl-Burkhard
Caspari,
Chief Executive Director of
Securities Supervision at
the German Bundesanstalt
für Finanzdienstleistungsaufsicht (BaFin) and Chair
of CESR’s Credit Rating
Agencies Expert Group.

Objectives the CRA
Network serves
Market transparency
Convergence
Transparency of implementation
Investor protection
Advice and reporting
to EU institutions

CRAs. Implementing the new Regulation will require an immense amount of resources both on the part of
market participants and supervisors. But I believe we are on the right track which will ultimately increase the
overall quality of ratings." *
Division of the credit rating agencies group’s work

CRAs network’s 2008
work streams

Chapter

Page

Objectives served

Consultation on CRA’s role
in structured finance

3.1

36

Market integrity

Convergence; Transparency
of implementation;
Investor protection;
Advice and reporting
to EU institutions

Second report on CRA’s
compliance with the IOSCO
Code

3.1

37

Market integrity

Convergence; Transparency
of implementation;
Investor protection;
Advice and reporting
to EU institutions

CESR’s response to the
Commission consultation
on CRA regulation

3.1

38

Market integrity

Convergence; Transparency
of implementation;
Investor protection;
Advice and reporting
to EU institutions

Main

Secondary

Background on the CRA expert group
CESR’s credit rating agencies expert group was created to co-ordinate closely with fellow
regulators both within the EU, such as CEBS, and internationally, with the IOSCO members,
on issues relating to CRAs. The expert group is responsible for reviewing the
implementation of the voluntary framework which reviews how CRAs are implementing
the IOSCO Code. This is the second year of the framework’s operation. Furthermore, after
having developed appropriate legislative proposals to deal with CRAs, the group will
prepare to implement the future European Regulation on CRAs and co-ordinate national
competent authorities in the role given to them in the supervision of CRAs.
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Transparency expert group
The Transparency Directive aims to ensure that broadly the same information is made available by
issuers in all European markets, thus enhancing market confidence and stability. In 2008, CESR’s
Transparency expert group worked on harmonising the implementation of the Transparency Directive among
Member States, thus facilitating market integrity. In the course of 2008, CESR consulted on possible Level 3
work on the Directive and based on the supportive feedback received, started work in this respect in the last
quarter of 2008 by setting up a respective working group. A keystone of stable and integrated markets is free
access to up-to-date information on issuers. A key tool to deliver this, as established by the Directive, is a
mechanism for the central storage of regulated information, an OAM, that stores and makes available
information published by issuers. As a first step towards setting up such an EU network of national storage
mechanisms, CESR decided in 2008 to use its MiFID database of shares admitted to trading and extended its
purpose to achieve this objective by adding links through each share on the database to the relevant OAM.” *
Division of the transparency group’s work

Transparency group’s
2008 work streams

Chapter

Page

Objectives served
Main

Secondary

Call for evidence on possible
L3 work on Transparency
Directive

3.1

46

Market transparency

Convergence; Transparency
of implementation;
Investor protection;
Advice and reporting
to EU institutions

EU network of national
storage mechanisms

3.1
3.2

47
54

Market transparency

Investor protection

Transparency
of implementation

Convergence; Market
transparency; Investor
protection

Mapping of Transparency
Directive’s implementation

Background on the transparency expert group
The transparency expert group brings together experts from CESR Members and was
created by CESR to publish comparative information on the Transparency Directive’s
implementation in all Member States, to reach common views on practical questions
regarding the TD and to establish an EU network of national storage mechanisms. Among
the key objectives of the Directive is the desire that investors receive periodic information
from listed companies, including annual and interim financial reports whose content is
defined in order to meet investor’s needs. The mandate to CESR’s transparency group
mainly covers the following topics: practical provisions for notifications of shareholdings,
dissemination and storage of regulated information, some aspects of periodic financial
reporting and the equivalence between third-country reporting regulations and the TD’s
requirements. The difficulty however, in carrying this out, is that the different requirements
in the Member States arise partly because an issuer’s home authority is able to impose more
stringent requirements than those provided under the TD.

* Hans Hoogervorst,
Chair of the Dutch
Autoriteit Financiële
Markten (AFM) and
Chair of the Transparency
Expert Group.

Objectives transparency
expert group serves
Market transparency
Convergence
Transparency of implementation
Investor protection
Advice and reporting
to EU institutions
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CESR’s objectives, priorities and key achievements in 2008
2.3 CESR groups, task forces, networks and panels

Post-trading expert group
In 2008, the year in which the financial crisis was most fully felt, with high volatility in global
securities markets, and defaults of firms active on these markets, systems for clearing and settling
transactions in securities proved to be resilient. All on-going efforts in response to these developments, both
from a political and from a supervisory point of view, underlined the need to review further and strengthen
the resilience of systems. CESR therefore stepped up its efforts to monitor the functioning of clearing and
settlement systems through enhanced reporting on these developments in its post-trading expert group. Much
* István Farkas,
Chair of the Hungarian
Financial Supervisory
Authority (HFSA) and
Chair of CESR’s PostTrading Expert Group.

Objectives the PTEG serves
Market efficiency
Market transparency
Market integrity
Convergence

of the policy-making work by the group that has been done during 2008, much of which is still ongoing, is
therefore linked to the theme of market integrity and efficiency. This will continue to be the main focus in the
year ahead.” *
Division of the post-trading expert group’s work

PTEG’s 2008
work streams
CESR monitors Target 2
for securities project
CESR-ESCB recommendations
for securities settlement
systems and central clearing
Access and interoperability
arrangements

Chapter

Page

Objectives served
Main

Secondary

3.1
3.3

48
60

Market efficiency

Convergence

Convergence

Market efficiency;
Market transparency

3.5

83

Advice and reporting
to EU institutions

Market efficiency;
Market transparency

Background on the post-trading expert group
The role of CESR’s post-trading expert group (PTEG) is to co-ordinate the work of CESR
Members in the area of post-trading. The PTEG was established in early 2007 to monitor and
contribute to a number of public and private sector initiatives in the area of post-trading and
to serve as a platform for the exchange of supervisory experiences amongst regulators. The
objectives of these activities are: to foster a level-playing-field and to encourage measures
that foster the safety and soundness of post-trading activities within the EU and by doing
so, ensuring a sound, efficient and transparent functioning of post-trading. Furthermore,
the chairman of the PTEG represents CESR in a number of related work streams, namely
in CESAME II, the Advisory Group to the Commission for clearing and settlement, and in
the MOG, the Monitoring Group for the Code of Conduct. Additionally, the chairman of the
PTEG is the observer on behalf of CESR in the Target 2 Securities (T2S) Advisory Group,
established by the European Central Bank (ECB) for the T2S project.
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CESR-Tech
CESR-Tech has focused on two key objectives in 2008: Firstly, settling its existing TREM system and
secondly, preparing the ground for future CESR systems in the field of IT. In November 2008, CESR
Members delivered an improved version of TREM by adding new key features: the exchange of transaction
reports on derivatives instruments identified by the Alternative Instrument Identifier (AII), the addition of
automated data quality controls and the improvement of routing by using the available reference data. This
latter point will be enhanced with the implementation of a central CESR database to share instrument
reference data (IRD), on all instruments admitted to trading on regulated markets in Europe. The so-called IRD
project, that aims at building this database, is expected to be fully operational in June 2009. This will ensure a
perfect routing of transaction reports to the relevant competent authority, especially for bond and derivative
instruments. CESR-Tech also drafted a plan for the next four years regarding the future IT needs of CESR and,
at the same time, requested funding from the Commission for the ‘key’ projects following IT requests
incorporated in EU legislation.” *
Division of CESR-Tech’s work

CESR-Tech’s 2008
work streams
Implementation of a new
version of TREM
The AII project
The IRD project

Chapter

Page

Objectives served
Main

3.1
3.1
3.1

39
39
40

Secondary

Market integrity

Convergence

Market integrity

Convergence

Market integrity

Convergence

Background on CESR-Tech
CESR-Tech is an expert group in charge of the information technology (IT) governance of
CESR. The expert group enables CESR to work on IT projects that CESR undertakes in
conjunction with its Members. The group is composed of senior CESR representatives who
have experience, knowledge and expertise in IT project management, financial markets,
and supervisory related issues. In the course of 2008, CESR-Tech renewed its mandate to
better reflect the operational objectives of the group. CESR-Tech’s main objectives are to
lead pan-European IT projects of CESR to provide CESR and its Members with IT systems
and services that help CESR Members to fulfil their obligations, prepare reporting on IT
issues of relevance to EU institutions for the approval by CESR and to consult and advise
CESR on IT related issues.

* Ari Voipio,
Senior Advisor at the
Finnish Finanssivalvonta
(Fiva) and Chair of CESRTech.

Objectives CESR-Tech serves
Market efficiency
Market transparency
Market integrity
Convergence
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CESR’s objectives, priorities and key achievements in 2008
2.3 CESR groups, task forces, networks and panels

ECONET
During the course of 2008, ECONET issued three reports to EU institutions, assessing the risks and
trends in the securities markets, highlighting first the impacts of the subprime crisis and, at that time,
analysing the following developments of a tighter credit environment and worsening global economic outlook
due to the general increase in risk aversion. ECONET generally identified that falling equity markets coupled
with investors' risk aversion resulted in investors moving their assets to cash and money markets, cautious
managed multi-asset and bond funds. Analysing the developments and risks of securities markets, especially
* Alexis Pilavios,
Chair of the Hellenic
Capital Markets
Commission (HCMC) and
Chair of ECONET.

Objectives ECONET serves
Advice and reporting
to EU institutions
Market transparency

when facing markets in crisis, is even more important in order to provide evidence and advice to EU institutions
on what to base their possible policy responses on. Facing increased demands to provide economic input to EU
institutions, a need to further strengthen ECONET has become clear.” *
Division of ECONET’s work

ECONET’s 2008
work streams
Report on economic trends
and risks to FSC
Reports on economic trends
and risks to EFC-FST

Chapter

Page

Objectives served
Main

3.5
3.5

79
79

Secondary

Advice and reporting to
EU institutions

Market transparency

Advice and reporting to
EU institutions

Market transparency

Background on ECONET
CESR created ECONET, its network of economists from Member authorities, in order to
facilitate the ability of CESR to meet an increasing number of reporting requests to
European bodies that require the input of financial economists. ECONET also evaluates
and, as appropriate, develops CESR's approach to the use of impact analysis of securities
legislation across Europe. Generally, the network enhances CESR's capability to undertake
economic analysis of market trends and key risks in the securities markets that are, or may
become, of particular significance for its Members.
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Takeover bids network
During the course of 2008, CESR organised meetings with representatives from the EU authorities
who regulate takeover bids to discuss issues regarding the application of the Takeover Bids Directive,
such as equitable pricing, persons acting in concert, squeeze-out and sell-out provisions, and cross-border cooperation between competent authorities. In order to assist Member States in providing the Commission with
certain information on the takeover bids taking place in their markets, CESR’s takeover bids network in 2008
assisted the Commission in drafting a list of relevant information elements. The list is aimed at providing the
information needed to the Commission in its examination of the effectiveness of the Directive in 2011 (as stated
in the Directive itself) – all of which is important work to foster and further increase cross-border market
transparency, integrity and convergence when supervising takeovers.” *
Division of the takeover bids network

Takeover bids network’s Chapter
2008 work streams

Page

Objectives served
Main

Secondary

Exchange of experience on
the application of the
Takeover Bids Directive

3.1

49

Market efficiency

Market transparency;
Convergence

Checklist on annual
information on takeover bids

3.1

49

Market efficiency

Market transparency;
Convergence

Background on the takeover bids network
CESR set up a network of authorities dealing with takeover bids (whether being CESR
Members or not) to discuss views, experiences and future developments in the
implementation of the Takeover Bids Directive (TOD). The TOD aims to ensure a level
playing field in Europe for companies to launch bids and to ensure a transparent and fair
treatment of investors, covering two separate areas: company law aspects and securities or
market related issues. However, as the CESR Members composing the network do not, in
general, have powers in relation to company law issues, the object of the network is limited
to securities or market related issues, with the aim of exchanging information and
experience. The network fosters co-operation between CESR Members, especially in the
context of cross-border transactions.

* Eddy Wymeersch,
Chair of the Supervisory
Board of the Belgian
Commission Bancaire,
Financière et des
Assurances (CBFA), Chair
of CESR and Chair of the
Takeover Bids Network.

Objectives the takeover bids
network serves
Market integrity
Market transparency
Convergence
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CESR’s objectives, priorities and key achievements in 2008
2.3 CESR groups, task forces, networks and panels

Prospectus contact group
Investors rely on prospectuses to make orderly and informed investment decisions. A key element in
ensuring confidence in prospectuses and hence in supporting the objective of market integrity is the
consistent application of the Prospectus Directive. During 2008, the group updated its Q&As three times,
providing to market participants common positions agreed by CESR Members on prospectuses, and continued
to collect and publish statistical data in relation to the number of prospectus approved and ‘passported’ within
the EU – both of which, are important tasks which should foster market transparency and convergence in the
* Gerard Rameix,
Executive Director of the
French Autorité des
Marchés Financieres (AMF)
and Chair of the Prospectus
Contact Group.

Objectives the prospectus
group serves
Market transparency
Convergence
Transparency of implementation
Investor protection
Advice and reporting
to EU institutions

Directive’s application. With regards to third country issuers, CESR in 2008 continued to work on the
equivalence of prospectuses from countries outside the EEA, and by doing so, serving market efficiency by
ensuring that European investors receive the same information as they do in relation to European issuers.
CESR’s prospectuses contact group also looked into employee share schemes setting out to establish what
employees might reasonably expect to receive.” *
Division of the prospectus group’s work

Prospectus group’s
2008 work streams

Chapter

Page
Main

Updates of the prospectuses
data and Q&As

3.1

45

Assisting the Commission’s
work on employee share
schemes

3.1

46

3.1

46

3.3

61

Publication of data on
prospectuses

Assessment of the
equivalence of non-EEA
prospectuses

Objectives served
Secondary

Market transparency

Convergence; Transparency
of implementation;
Investor protection;
Advice and reporting
to EU institutions

Market transparency

Transparency of
implementation; Investor
protection; Advice and
reporting to EU institutions

Market transparency

Convergence; Transparency
of implementation;
Investor protection;
Advice and reporting
to EU institutions

Convergence

Transparency of
implementation; Investor
protection; Advice and
reporting to EU institutions

Background on the prospectus contact group
CESR’s prospectus contact group was created to develop guidance on the various
disclosure requirements under the implementing measures of the Prospectus Regulation.
The Prospectus Directive (PD) asks issuers to publish a prospectus when offering
securities to the public or admitting them to trading, also defining overarching content
requirements. In order to facilitate market participants’ assessments of national
applications of the PD, the prospectus contacts group is holding practical and operational
meetings to discuss specific implementation and application issues aiming at increasing the
degree of pan-European convergence. The group publishes Q&As on questions regarding
prospectuses, providing market participants with commonly agreed answers by CESR
Members.
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Other groups, networks and task forces
Depending on the nature of a CESR work stream, which might be on an ad hoc basis and hence much more
limited in time compared to permanent groups of CESR, there are a number of other groups, networks and
task forces which are not covered by the above presentation. For example, there are joint groups that have
been formed together with other organisations in order to respond to special mandates which are not
covered in this section but are reported on within the annual report. For example, in 2008, CESR worked
jointly on energy markets with ERGEG, the European Regulator’s Group for Electricity and Gas, or on
clearing and settlement in a joint working group together with the European System of Central Banks
(ESCB). Further, there are taskforces that respond to roadmaps adopted by the ECOFIN Council on mutual
recognition, work on Human Resources and training. In addition, CESR has established a Retail Investor
Network to find ways to enhance the dialogue with representatives of retail investors. In order to foster
cross-sector convergence throughout the securities, insurance and banking markets, the 3L3 Committees
work jointly in areas such as: anti-money laundering, cross-border mergers and acquisitions,
conglomerates. As well there are 3L3 task forces on training, internal governance, cross-sector risks and
delegation of tasks – all of which are presented under cross-sector convergence in this annual report.
CESR’s other 2008 work streams

CESR’s Other 2008
work streams
Joint 3L3 protocol
3L3 Work on cross-sector risks

3L3 Home-host delegation
3L3 Work on valuation of
financial instruments
3L3 Anti-money laundering
task force consults on payer
information
3L3 Guidelines on
cross-border acquisitions
3L3 Task force on internal
governance
Impact assessment guidelines
CESR-CEBS’ Advice on review
of commodities business
3L3 Work on conglomerates
3L3 Training
CESR’s Inter-institutional work
Supervisory convergence
report to the FSC
CESR’s Contribution to ECON
ECONET’s Economic trends
and risks report
Market Participants
Consultative Panel
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3.3
3.3
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03 CESR delivering its objectives
3.1 Market integrity, transparency and efficiency
Market integrity
CESR-Pol
Urgent issues groups
Other objectives served
Convergence
Investor protection

CESR, through its operational group CESR-Pol, facilitates effective, efficient and proactive sharing of
information, in order to enhance co-operation on, and the co-ordination of, surveillance and enforcement
activities between CESR Members, aiming at ensuring the integrity of markets. This implies achieving
greater supervisory convergence and ensuring rapid supervisory responses to potential and actual threats
to the Single Market. CESR has developed the capacity to create, on an ad-hoc basis, urgent issues groups
which allow CESR Members, concerned by alleged unlawful cross-border activities, to co-ordinate and
conduct joint investigations in urgent cases.
During 2008, one urgent issues group was established. The group, formed of five CESR Members,
investiged of a number of suspects that seemed to have collaborated in an insider trading ring in the context
of a takeover activity that appeared to be spread over several jurisdictions. This co-operation greatly
benefited the CESR Members involved and led to referrals to national judicial authorities, so representing
an excellent example of the efficiency and effectiveness of urgent issues groups.

NEXT STEPS
CESR will continue in its efforts to tackle enforcement cases in the area of market abuse
with cross-border relevance. With the increasing amount of cross-border trading, the urgent
issues groups will continue to be an efficient tool in ensuring close co-operation on cases
under investigation.

EU regulators co-operate in dealing with Madoff fraud
Other objectives served
Convergence
Investor protection

CESR-Pol’s key objective is to make information flow across borders between CESR Members as rapidly as
it would domestically and, by so doing, to enhance the fairness and integrity of European markets as a whole.
Since mid-December 2008, CESR Members have co-ordinated their efforts by gathering and sharing
information on the fraud of Bernard Madoff and its implications to European investment firms, investment
funds and other investors who had invested in the US firm Bernard L. Madoff Investment Securities LLC.
CESR started collecting information from its Members for two main purposes: to aggregate the
information on exposures by European investors to Bernard L. Madoff Investment Securities LLC at an EU
level, in order to share it among CESR Members and, to open ways to co-ordinate actions within the EU and
also with the US and Swiss authorities, particularly with regards to evaluating the extent of any cross-border
impact.

NEXT STEPS
Once the initial assessment has been completed and a clear picture established of the
impacts the Madoff case has had on European markets, CESR will be focusing on drawing
lessons from this experience and establishing work where appropriate to address this.
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CESR Members share experience on market surveillance and intelligence
work
The exchange of opinions and experiences among CESR Members is essential to ensure a high level of
convergence and to achieve a common understanding among Members of what constitutes market abuse.

Other objectives served
Convergence
Investor protection

CESR-Pol's permanent sub-group, the Surveillance and Intelligence group (S&I group), provides experts in
the investigation and enforcement of market abuse with a forum for sharing their experiences on the basis
of individual cases, and exchanging valuable information on methods and procedures used in day-to-day
supervision.
In 2008, several practical aspects were discussed in the S&I group concerning the application of the market
abuse regime which gave rise to consider if there was merit in conducting further Level 3 work in the area of
MAD. In particular, a mapping on how CESR Members in practise apply the definition of an adequate public
disclosure for stabilisation activities and buy-back programmes provided input to CESR’s work on guidance
on the operation of MAD to the market.

NEXT STEPS
With the ever increasing complexity of the financial markets and products, sharing
knowledge on the efficient methods for the investigation of market abuse and enforcement
of MAD will continue to be key in CESR Members’ efforts to ensure the integrity of markets.

Exchange of views on non-cooperative jurisdictions and contacts
with IOSCO
In order to contribute to maintaining the integrity of markets and protection of investors as a key focus of all
securities regulators, CESR Members share with each other their experiences - both positive and negative –
on co-operation with non-EU regulators. To this end, CESR also maintains contacts with other institutions
that tackle co-operation issues, such as IOSCO, as well as with regulators that are not Members of CESR.
In 2008, CESR continued its dialogue and collaboration on non-cooperative jurisdictions with other bodies
that are affected by similar co-operation difficulties in order to exchange views and experiences. CESR will
take further steps towards non-cooperative jurisdictions with the aim of fostering a common
understanding of the need to co-operate closely and to improve the compliance with international
standards.

NEXT STEPS
Combating market abuse together with its peers globally will continue to be a key priority
on the agenda of CESR-Pol. It is encouraging to see the support given to this work by
important stakeholders.

Other objectives served
Convergence
Investor protection
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3.1 Market integrity, transparency and efficiency

Co-ordination of measures regarding short-selling
Other objectives served
Convergence
Investor protection

In September 2008, financial market conditions were becoming volatile in several Member States. Wide
fluctuations in share prices were being experienced and there was a genuine concern that abusive activity
was occurring, which in turn could have lead to disorder in the markets. Some expressed concerns that
short-selling was contributing to volatility during the market turbulence. In order to maintain the integrity
of markets and protect investors, some authorities took actions to temporarily restrict short-selling in either
all securities or in securities of financial sector companies. In order to increase transparency, some
regulators also introduced temporary disclosure obligations for those who held short positions.
Immediately after the first decisions were made by some competent authorities, CESR started coordinating the activities of its Members by organising meetings and conference calls where the measures
taken and planned were discussed. At the same time, a consolidated list of all national decisions was
compiled and published on the CESR website (Ref. CESR/08-742). This list was intended to provide market
participants with a clear overview of actions being taken across the Member States. CESR Members
committed themselves to updating that list on an ongoing basis.
At the same time, CESR decided to set up a dedicated task force on short-selling. The task force produced
an internal report focused on the temporary measures taken by CESR Members and is currently conducting
further work to:
, Further assess the impact of the measures that were introduced by CESR Members;
, Consider the range of future policy options for taking a more convergent EU approach to short-selling; and
, Enhance the co-ordination and co-operation between CESR Members regarding national decisions on
short-selling.
Based on the conclusions of the work performed by the task force, CESR will prepare a detailed proposal for
a harmonised EU approach.

NEXT STEPS
CESR will form its conclusions on the best way forward in the area of short-selling by
summer 2009. We are conscious of the fact that more convergence between CESR Members
is important to ensure a level playing field between various market participants across
Europe.

Credit rating agencies network
CESR consults on the role of CRAs in structured finance
Other objectives served
Convergence
Transparency of implementation
Investor protection
Advice and reporting
to EU institutions

Recent market events have demonstrated the role played by credit rating agencies (CRAs) in market
integrity particular in the area of structured finance. In order to establish possible policy reactions to this
influence on market integrity, and also to advise the Commission on possible legislative measures, CESR
undertook a consultation on the role of CRAs in structured finance during 2008.
On 13 February 2008, CESR published a consultation paper on this respect (Ref. CESR/08-036), seeking
market participants’ views on the main issues surrounding CRAs’ activities in the structured finance market
and, in particular, on possible policy options relating to those issues. The consultation paper covered the
following areas in relation to structured finance:
, Conflicts of interest: The key focus of the consultation was on whether the nature of CRAs’ interaction
with issuers during the structured finance process presents additional, un-managed or poorly managed
conflicts of interest leading to reduced rating integrity; whether the CRAs’ activities constitute advisory
activity in this area; whether some of the ancillary services offered may lead to potential conflicts of
interest and whether greater disclosure is required on the fees CRAs earn from structured finance activity
as a result of the ‘issuer pays’ model and the specific ‘success’ fee structure for this activity;
, Transparency of rating processes and methodologies: The consultation in particular focused on
the ease of investor access to information on key limitations and assumptions in complex structured
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finance methodologies. The paper also asked for opinions on the procedures followed by CRAs when
applying changes to their methodologies, for example, on the need for clear disclosure to investors of
which methodology a rating is based on;
, Monitoring of rating performance: CESR sought views on the need for regular public disclosure of
the performance of structured finance rating and the need for CRAs to maintain sufficient resources and
organisational flexibility to act promptly in reviewing structured finance ratings;
, CRAs’ staff resourcing: The consultation asked market participants’ views on whether CRAs were
adequately resourced for the volume and complexity of structured finance ratings they were producing
and whether there needed to be more transparency from CRAs over their resourcing and levels of staff
experience. In addition, CESR asked whether market participants agreed that more clarity and greater
independence is desirable for analyst remuneration at the CRAs; and
, Regulatory options: CESR also requested market views on what regime would be more appropriate.
But at that stage, the paper remained open regarding the possible policy options, setting out the benefits
and negative features of the current self-regulatory approach and the benefits and costs of a possible
formal regulatory regime.
Consultation on the role of CRAs in structured finance (Ref. CESR/08-036)

6 Banking
4 Investment services
7 Insurance, pension and asset management
2 Individuals
6 Others

In addition to the consultation held, CESR organised an open hearing for interested market participants on 26 March
2008 at CESR’s premises in Paris.

CESR’s second report on CRAs’ compliance with IOSCO Code
A further step in the legislative process relating to CRAs was to establish to what extent leading CRAs
already comply with existing codes of conducts aimed at ensuring ratings’ integrity. As a contribution to the
discussion process, CESR was requested to provide information on CRA’s compliance with the Code of
Conduct for CRAs of IOSCO, the International Organization of Securities Commissions.
On 19 May 2008, CESR published its second report (Ref. CESR/08-277) to the Commission on CRAs’
compliance with the IOSCO Code. The publication of the report followed an additional request from the
Commission for CESR to review several aspects of the rating process regarding structured finance
instruments (Ref. CESR/07-608). CESR also incorporated an analysis of the responses received from
market participants to CESR’s consultation on CRAs role in structured finance in February 2008.
In preparing the report, CESR worked in close co-operation with CEBS, IOSCO and the US Securities and
Exchange Commission (SEC).
In the report, CESR advised the Commission to take the following steps and offered its proposals on
enhancing the integrity and quality of the rating process:
, In its report and, as an immediate step, CESR urged the Commission to form an international CRA
Standard Setting and Monitoring Body to develop and monitor compliance with international standards
in line with the steps taken by IOSCO. Such a body should be fully transparent with the public and use
'name and shame' to enforce compliance with these standards. The monitoring body should be formed
from senior representatives from the investor, issuer and investment firm communities and be of an
international nature. CRAs should also form part of the body when it is setting standards but, not when
it is performing monitoring activities. The members of the body would be appointed in the majority by
the international regulatory Community and should be accountable to those that appoint them;
, If international regulatory involvement cannot be achieved in the short term, CESR recommended that
this body be formed at an EU level. CESR saw itself in a good position to play a key role in the process of

Other objectives served
Convergence
Transparency of implementation
Investor protection
Advice and reporting
to EU institutions
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regularly assessing whether the body was fulfilling its objectives and recommended the body report
periodically to this effect; and
, If support from market participants was not forthcoming or the body failed to meet its objectives of
ensuring the integrity and transparency of ratings, CESR considered that the supervisory authorities
should then step in to ensure, probably through regulation, the integrity and quality of the rating process.
The report emphasised that the proposal should be implemented within a short timeframe and to that end,
CESR encouraged the Commission to prepare a timetable setting out deadlines for each of the different
steps. CESR thought that any unjustifiable lack of progress in comparison to the timetable should lead the
Commission to shift to considering supervisory oversight structures.
In addition to the main policy proposal, the report also included recommendations in relation to the main
areas analysed by CESR: Transparency, Human Resources, monitoring of ratings and conflicts of interest.
The report also gave an analysis of the CRAs’ codes of conduct: building on the work contained in CESR’s
first report to the Commission, the second report set out, in columnar format, an analysis of the changes
made to the provisions of the codes that CESR identified in 2007 as non-compliant with the IOSCO Code.
The conclusion of this work has been that the four codes analysed comply to a large extent with the IOSCO
Code. Some agencies had implemented improvements in their respective code of conduct, but there still
remained areas where they could have gone further.

NEXT STEPS
As requested by the Commission and the EFC, the Expert Group on Credit Rating Agencies
will draw up in 2009 a further report on the compliance of European CRAs with the IOSCO
Code of Conduct. This work will also directly follow the request of the G20 meeting held in
November 2008 to check the compliance of CRAs with the IOSCO Code. CESR, however,
stands ready to implement the future European regulation of CRAs and will proactively
inherit the role to be given to the Committee in the registration, issuance of guidance and
supervision of CRAs in Europe.

CESR responses to Commission consultation on proposed CRA regulation
Other objectives served
Convergence
Transparency of implementation
Investor protection
Advice and reporting
to EU institutions

A significant factor in achieving market integrity is proportionality in regulatory approach. In order to better
inform this aspect of legislation, CESR responded to the Commission’s consultation on possible CRA
regulation. In September 2008, CESR published and submitted its response to the Commission’s
consultation on a draft proposal for a directive/ regulation on CRAs (Ref. CESR/08-671). Owing to the
short time frame of the consultation, CESR limited its comments to some of the general underlying
assumptions on which the consultation document was based. In particular, given the global nature of the
ratings business, CESR insisted on the need to ensure international co-ordination to avoid inconsistencies
and an unlevel playing field. CESR also highlighted the need to consider including a general provision on
proportionality that would allow differences in dimension between internationally active and local CRAs to
be taken into account and would help to mitigate any possible anti-competitive consequences of the
Commission’s proposal.

NEXT STEPS
The new regulation on CRAs is expected to be finally adopted and published in the Official
Journal in September 2009. CESR could expect to have an important role to play under the new
regulation. The group will closely follow the discussions at Council and Parliament level and will
begin preparing for future work emerging from such legislation. Along the way, the group will
create a specific consultative working group and will co-ordinate closely with CEBS, CEIOPS and
other international organisations and third country regulators that are performing activities in
relation to CRAs.
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CESR-Tech
TREM, CESR’s Transaction Reporting Exchange Mechanism
CESR’s Transaction Reporting Exchange Mechanism (TREM) is an IT system that allows CESR Members to
exchange transaction reports on instruments admitted to trading in Europe. Transaction reporting is a tool
for CESR Members for market monitoring and therefore to ensure the integrity of European markets. CESRTech, CESR’s IT governance body, set up the system on 1 November 2007 – as requested by the MiFID Level 2
regulation – to exchange all transaction reports on instruments admitted to trading in Europe amongst
CESR Members. This means that, for example, the Finnish regulator Finanssivalvonta (Fiva) receives
through TREM all transaction reports on Nokia shares and derivatives in Europe from other CESR Members.
Using TREM allows Fiva to detect market abuse and conduct investigations to ensure market integrity in
Nokia shares throughout Europe. As each financial instrument admitted to trading in Europe has one
relevant national competent authority supervising the instrument, TREM enables the authority in question
to receive all transaction reports on the instrument.

Other objectives served
Convergence

The TREM user group
At the end of 2007, CESR-Tech created a sub-group of TREM users to look at issues related to the usage and
functioning of the system. The user group identified the quality of the data exchanged as a key issue for an
efficient use of TREM. The group therefore worked on improving the data quality, tackling this in delivering
a document issued in June 2008. The document listed the key issues of TREM and, at the same time,
proposed improvements to the system, especially by adding new automated data controls and sharing
reference data, such as lists of markets, currencies and trading dates. Most of these improvements were
implemented in November 2008, together with the AII project.

Other objectives served
Convergence

NEXT STEPS
CESR’s TREM user group will deliver in January 2009 a second document that will list the
different transaction reporting schemes in Europe. This will help CESR Members to better
understand and analyse the reports exchanged and eventually harmonise work streams.

A new version of TREM - the AII project
One year on from TREMS’s launch, the key project of CESR-Tech in 2008 was to introduce a new version of
the system. The purpose of this new version is to add the possibility to also exchange transaction reports on
derivative instruments that are using the Alternative Instrument Identifier (AII). After its implementation,
this identifier is used to exchange reports on instruments admitted to trading on Euronext Liffe (French,
Belgium, Dutch, Portuguese and English markets), Eurex (Germany) and the Athens Stock Exchange
(Greece). Each authority will start exchanging AII transaction reports as soon as their local systems are
ready to collect them. CESR Members also took the opportunity of introducing the new version of TREM to
improve quality controls on the data exchanged.

Other objectives served
Convergence
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The IRD project
Other objectives served
Convergence

In March 2008, CESR started another IT project, the Instrument Reference Data (IRD) project. The
objective of IRD is to implement a central database that includes reference data of all instruments admitted
to trading in Europe for the usage of CESR Members. After its expected implementation in June 2009, CESR
Members will, on a daily basis, feed the IRD database with data they receive from the European exchanges
according to Article 11 of the MiFID level 2 Regulation. In July 2008, CESR Members agreed on the
specifications of the system and a training seminar was hosted by the German BaFin in Frankfurt am Main
to train CESR Members: more than 50 participants attended the seminar, representing all Member States.

NEXT STEPS
In 2009, CESR-Tech will focus on finalising the IRD project, improving co-ordination among
CESR Members, and fostering more transparency on European markets. Furthermore in
this respect, CESR-Tech also will launch a new project in 2009 to expand TREM to exchange
transaction reports on OTC derivative instruments between the authorities.

Market transparency
CESR-Fin
Fair value accounting
Other objectives served
Investor protection

Throughout the latter half of 2008, investor focus has been very much on the issue of how fair value
accounting may or may not have influenced decision making during the financial crisis. CESR has carried out
significant work in 2008 identifying and analysing the various issues surrounding fair value accounting and
feeding the results of this work into the international debate on the future path of accounting.
The ECOFIN Council stated in 2008 that in order to ensure stability in financial markets, authorities should
stand ready to take regulatory and supervisory action, and that one of the main policy responses needed was
to improve valuation standards, in particular for illiquid assets. This view was further confirmed by the
European Council in March 2008.
During 2008, CESR has actively contributed to the debate around fair value accounting and financial
instruments in the following ways:
1. CESR statement on fair value measurement and related disclosures in illiquid markets
On 3 October 2008, CESR published a statement on fair value measurement and related disclosures of
financial instruments in illiquid markets (Ref. CESR/08-713b), aimed at providing useful input on the
application of existing International Financial Reporting Standards (IFRS). The publication of the statement
followed a public consultation held from July to September 2008, receiving 34 answers. The statement
aimed to achieve the following objectives:
, To assist preparers and auditors when preparing financial statements;
, To promote disclosures that take into account the investors’ perspective; and
, To provide input to the work being performed by the IASB on fair value measurement and related
disclosures of financial instruments in illiquid markets.
Consultation on the draft statement on fair value maesuement and related disclosures in illiquid markets
(Ref. CESR/08-437)
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This work eventually also formed the basis for CESR’s contribution to the ECOFIN Council.
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2. 3L3 statement on the latest developments in accounting
On 21 October 2008, the 3L3 Committees published a joint statement (Ref. CESR/08-839) on the latest
developments in accounting. In its statement, the 3L3 Committees supported the initiatives put forward
by the US SEC, the International Accounting Standards Board (IASB) and the Commission regarding
issues surrounding active and inactive markets, and the IASB’s recent amendments to reclassification of
some financial assets, avoiding an EU carve out on IAS 39 Financial Instrument’s Recognition and
Measurement.
The Committees explicitly supported the aim of achieving global accounting standards and of endorsing
the new amendments regarding reclassification.
3. CESR supports IASB’s expert advisory panel
In October 2008, the IASB expert advisory panel published its report on measuring and disclosing the fair
value of financial instruments in markets that are no longer active. CESR, on this respect, published a press
statement (Ref. CESR/08-888) expressing support for this report as it dealt with substantially the same
issues as did the CESR statement on fair value measurement and related disclosures of financial
instruments in illiquid markets.
4. CESR feedback statement on fair value measurement and disclosures in illiquid markets
On 10 July 2008, CESR issued a consultation paper (Ref. CESR/08-437) on fair value measurement and
related disclosures of financial instruments in illiquid markets. The main issues coming out of this
consultation were whether CESR would in effect be providing guidance on the application of IFRS by
issuing a statement along the lines of the consultation paper and whether or not CESR should submit its
statement to the IASB Expert Advisory Panel.
In December 2008, the IASB and the Financial Accounting Standards Board (FASB) formed another group
to discuss and advise on high-level issues surrounding the financial crisis and in particular whether current
accounting for financial instruments had, in any way, contributed to that crisis. The group, called the
Financial Crisis Advisory Group, is also aiming at identifying possible areas on which the IASB and FASB
might concentrate their efforts at improving accounting for financial instruments and off balance sheet
vehicles. CESR has been invited to participate as an active observer in the meetings of this advisory group.
The ECOFIN Council also formed a Procyclicality Working Group during the latter months of 2008, whose
aim is to identify possible measures to counteract the procyclical nature of the current regulation in the
financial services industry, with issues of accounting high on its agenda. CESR has been offered, and
accepted, a seat as observer to this group. The group is expected to present an interim report of its findings
in the first quarter of 2009, and a final report in the first half of 2009.
5. European Enforcement Co-ordination Sessions
The European Enforcement Coordination Sessions took place seven times during 2008 and a significant
number of IFRS practical cases, dealt with by a span of EU enforcers, were discussed at roundtables. These
cases are part of the EECS database. The EECS also met with IASB and IFRIC members in order to assess
IFRS practical cases at an informal basis.

NEXT STEPS
In January 2009, CESR will publish a further statement relating to the reclassification of
financial instruments. In this statement, CESR will analyse the application, in certain issuers’
interim financial statements for the third quarter 2008, of the amendment to IAS 39, published
by the IASB in October 2008 regarding reclassification of financial instruments. CESR will
follow up this work by reviewing the disclosures required by the amendments to IFRS 7
regarding reclassification in the annual financial statements for 2008, when these financial
statements will be published during spring 2009. Especially in the area of financial instruments,
CESR is of the view that one single set of accounting standards at a global level is a matter of
urgency. Such work should, therefore, be prioritised by the standard setters. In 2009, CESR will
make full use of its invitation to observe the meetings of both the ECOFIN’s Working Group on
Procyclicality and the Financial Crisis Advisory Group; the latter of which aims at reporting its
preliminary findings to the G20 Summit in April 2009 and publishing a final report in the first
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half of 2009. CESR underlines the importance of appropriate and sound technical solutions that
are being identified for issues related to fair value accounting and accounting for financial
instruments. Such high quality solutions need to be acceptable to the broadest possible range
of users of financial statements. In CESR’s view it is therefore important that any solutions
found would not reduce the transparency and coherence of financial statements. CESR will
continue to closely monitor future developments in the area of financial instruments and fair
value accounting.

Monitoring of IFRS
Other objectives served
Investor protection

IFRS, as a common accounting language, has done much to harmonise the presentation of financial
information in European markets. The development of IFRS in a consistent and logical manner is key to
protecting investors and insuring the integrity of markets through preserving transparent reporting. CESR
continues to monitor developments in IFRS proposed by the IASB and IFRIC, the International Financial
Reporting Interpretation Committee, to respond to calls for market input from these bodies by representing
the views of CESR Members – both as securities regulators and enforcers of accounting information.
On this respect, CESR-Fin regularly provides comment letters to the European Financial Reporting Advisory
Group (EFRAG) with the aim of contributing to the standard setting and endorsement process within Europe.
On the same respect, the group also participates as an observer in the Accounting Regulatory Committee
(ARC). During the past 12 months, CESR-Fin has issued such letters in relation to the following projects:
, IFRIC’s Exposure Draft D 24 on Customer Contributions;
, IASB’s Exposure Draft on amendments to IFRS 1 and IAS 27;
, IASB’s Exposure Draft on proposed Improvements to IFRS 2007;
, IASB’s Exposure Draft ED 9 Joint Arrangements;
, IASB ‘s Discussion Paper on Financial Instruments with the Characteristics of Equity;
, IASB’s Discussion Paper on reducing Complexity in Reporting Financial Instruments;
, EFRAG’s Draft Endorsement Papers on IFRS 3 Business Combinations and IAS 27 Consolidated and
Separate financial Statements;
, IASB’s Exposure Draft on an improved conceptual Framework for Financial Reporting Chapter 1 (the
objective of financial reporting), and Chapter 2 (qualitative characteristics and constraints of decisionuseful financial reporting information); and
, IASB’s Exposure draft on IFRS 7 improving Disclosures about Financial Instruments.
CESR has also provided comments to the International Accounting Standards Foundation (IASCF), the
legal entity under which the IASB operates, on the first part of its review of the constitution regarding the
creation of an IASCF Monitoring Board. CESR, in those comments to the IASCF, requested being part of the
monitoring board of the IASCF as CESR represents the largest and most experienced block of IFRS
enforcers in the world. In 2008, CESR also commented to EFRAG on its consultation on strengthening the
European contribution to the international standard setting process – referred to as ‘EFRAG enhancement’.

NEXT STEPS
CESR-Fin will continue to monitor the EU endorsement of standards and interpretations
published by the IASB and IFRIC. CESR believes in arriving at solutions which aim at
achieving global high quality accounting standards that establish a good basis for consistent
application and enforcement.

Accounting and auditing issues related to prospectuses and transparency
Other objectives served
Investor protection

Consistent application of existing legislation by regulators serves to enforce investor confidence and
therefore market integrity. Prospectuses and particularly the financial information contained in them play
an important role in informing investors about companies that offer securities in European markets. CESR
continues to contribute to this consistent application through the work of its sub-group on accounting and
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auditing issues relating to prospectuses. CESR-Fin has been actively monitoring the work that is taking place
within Europe and internationally regarding international auditing standards – both at the International
Auditing and Assurance Standards Board (IAASB) and the Audit Regulatory Committee (AuRC).
During the course of 2008, the IAASB formed first a project working group and then a task force, aiming at
analysing whether there is a need at a global level to produce assurance standards in relation to engagements to
report on financial information contained in prospectuses. CESR was invited to participate in both these groups,
as a participant in the project working group and as an observer to the IAASB Task Force. Whilst the project
working group was designed to assess the feasibility of an assurance project in the area of prospectuses, the IAASB
Task Force is more concretely looking at producing standards in the first instance for engagements relating to
reports on pro-forma financial information. Two meetings of the task force took place in 2008.

NEXT STEPS
CESR-Fin will continue to monitor the developments regarding accounting and auditing
related to prospectuses and transparency areas. International auditing standards is a focus
area for CESR-Fin as audit of financial statements from issuers around Europe should be
conducted with the highest quality. In addition, the international auditing standards will be
an area where work is expected to accelerate during the course of 2009.

MiFID Level 3 expert group
MiFID: CESR consults on non-equity markets transparency
Transparency – the availability of essential information about the markets and products is needed for
markets to function optimally. As the financial crisis originated in the markets for corporate bonds,
structured finance products and credit derivatives, CESR decided in April 2008 to re-evaluate its earlier
conclusions included in the advice given to the Commission on non-equity markets transparency in August
2007. Therefore, a consultation paper on the transparency of corporate bonds, structured finance products,
and credit derivatives markets was published in December 2008. This consultation paper (Ref. CESR/081014) is open for comments until February 2009. Given the market crisis, the consultation sought to gather
views of market participants in order to assist CESR in analysing the role of trade transparency on markets
for corporate bonds, structured finance products and credit derivatives.
In relation to corporate bonds, the objective was to review whether CESR’s conclusions on trade
transparency in bond markets, published in August 2007 (Ref. CESR/07-284b), remain appropriate in the
light of the experiences from the recent market turmoil. Regarding structured finance products and credit
derivatives, the key question CESR sought to consider was the extent to which post-trade information plays
a role to support price formation, reinforce valuation practices and provide supplementary information about
the scale of credit risk transfers.
Transparency of corporate bond markets
In its consultation paper, CESR noted that insufficient post-trade transparency was not the key reason
behind the problems of the corporate bond market, nor did CESR believe at that stage, that additional posttrade transparency would be able to solve these problems as a singular measure. However, CESR thought it
likely that there would be value for market participants in receiving access to greater post-trade information.
CESR aimed at exploring whether additional post-trade transparency could play a role in supporting a
return to more normal market conditions in the corporate bond markets and be of value thereafter.
CESR also analysed the existing market-led solutions and noted that they focus on aggregated and delayed
data and have a limited coverage in terms of issues and transactions covered as well as institutions providing
the data. However, in the consultation paper CESR noted that it considers that market-led solutions in this
area could still be appropriate provided that they can deliver an adequate level of post-trade transparency in
a timely manner and are subject to close external monitoring.
Transparency of structured finance products and credit derivatives markets
In order to analyse whether a post-trade transparency regime could be envisaged for structured finance

Other objectives served
Investor protection
Market efficiency
Convergence
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products and credit derivatives, the consultation paper also described the main characteristics of those
markets, providing background on the recent turbulence and highlighting the expansion of new financing
techniques based on securitisation.
In its consultation paper, CESR stated its opinion, which at that stage was that post-trade information plays
a role in these markets, although stressing that insufficient post-trade transparency may not have been the
key reason behind the recent market turmoil. CESR also stated that additional post-trade transparency
would not be able to solve the different problems experienced in the structured finance market on its own;
the appropriate level of transparency should be calibrated taking into account the relevant instruments,
their trading methods as well as market participants active in the markets for these instruments.

NEXT STEPS
CESR will publish a report on the results of its review together with a feedback statement by
early summer 2009. With this work, CESR seeks to increase the transparency of these
markets, but the means to achieve this increased transparency are still under consideration.

Maintenance of CESR’s MiFID database
Other objectives served
Investor protection

The MiFID market transparency framework requires the competent authorities to calculate and publish a set
of information regarding all shares admitted to trading on a regulated market in order to allow market
participants to recognise liquid shares and to determine the block sizes for waivers from pre-trade
transparency requirements and for delayed post-trade publication. CESR publishes the results of the
calculations on its web site. By doing so, CESR fosters market transparency by facilitating the provision of
sufficient trading information to the market by those market participants subject to the MiFID pre- and posttrade transparency obligations.
After the first few months of functioning of this database, CESR launched a consultation on improving its
functioning in December 2007 (Ref. CESR/07-832). As a result of the consultation, CESR made several
modifications to the database that were described in a feedback statement (Ref. CESR/08-147).
Furthermore, in February 2008, and in order to ensure the smooth and harmonised calculation and
publication of data, CESR agreed on the protocol on the operation of the CESR MiFID database (Ref.
CESR/08-144). This protocol describes the tasks and responsibilities of CESR Members and the CESR
Secretariat respectively and contains practical guidance on how to conduct the calculations.
In the course of spring 2008, CESR took further measures to improve the usability and reliability of the
information included in the MiFID database. In April, it published a list of contact e-mail addresses of CESR
Members for market participants. This list was a response to the large number of queries CESR had received
since the establishment of the database. Although the competence for providing responses to these queries
mainly lies with the national authorities, CESR recognised that the information regarding the relevant
national contacts had not been readily available and therefore addressed this issue.
Furthermore, in April 2008, CESR published a list providing information on the use of the liquidity criteria
set out in Article 22 of the MiFID Implementing Regulation in the Member States.
Consultation on improving the functioning of the MiFID database (Ref. CESR/08-832)
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NEXT STEPS
During 2008 CESR has made continuous efforts to update its database and to adapt it to the needs
of stakeholders, requesting feedback from market participants and providing improvements to
its users in a timely manner. This effort will be maintained in 2009, reflecting CESR’s commitment
to contribute to the functioning of the MiFID market transparency regime.
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CESR Members co-operate on suspensions and removals from trading
MiFID created a regime to ensure effective co-operation between competent authorities with respect to
their obligations to notify each other on suspensions and removals of financial instruments from trading.
This co-operation is important for the integrity, transparency and efficiency of financial markets, but it is
also important in order to afford the same level of protection to investors across all Member States,
regardless of where they trade.

Other objectives served
Investor protection
Convergence

The co-operation obligations of MiFID are further detailed in a protocol between CESR Members regarding
the notifications on suspensions and removals of financial instruments from trading published in May 2008
(Ref. CESR/08-363).
Article 41(1) of MiFID gives operators of regulated markets the power to suspend or remove financial
instruments from trading which no longer comply with the rules of the regulated market, unless such a step
would be likely to cause significant damage to the investors' interests or, the orderly functioning of the
market. If a market operator suspends or removes a financial instrument from trading, it is required to give
notice to the competent authority and make a public announcement. The competent authority must then
inform other Member States’ competent authorities.
Where a competent authority suspends or removes financial instruments from trading, according to Article
41(2) of MiFID, it must immediately make public its decision and notify other competent authorities, who
are then obliged to take similar action unless it would be likely to cause significant damage to the interests
of investors or the orderly functioning of financial markets.
As the impact of notifications made to other competent authorities under Articles 41(1) and 41(2) differ,
there might or might not be an obligation for other competent authorities to follow a decision to suspend
or remove financial instruments from trading. In order to ensure that immediate action can be taken by
other competent authorities, the CESR protocol describes the process and method for sending the
notifications to relevant contact persons within the CESR Membership.
It should be noted however, that MiFID does not harmonise the reasons for suspending or removing a
financial instrument from trading. Accordingly, CESR Members’ powers or obligations to suspend or
remove a financial instrument from trading under national laws and regulations vary from one Member
State to another.

NEXT STEPS
The protocol prepared by CESR is an important step in ensuring timely and efficient
communication between CESR Members on suspensions and removals of financial
instruments from trading, and we will consider further improvements to this process on the
basis of the experiences drawn. CESR Members will thus continue to apply this protocol in
their day-to-day supervisory activities in accordance with their national laws and
regulations.

Prospectuses contact group
Updates of data and Q&A on prospectuses
Prospectuses are key documents that inform investors on the risks of the companies they invest in at the
point of initial investment. Markets rely on such documents to ensure orderly and informed investment. A
key element in ensuring confidence in such documents and hence in supporting the objective of market
integrity is the consistent application of the Prospectus Directive (PD) by CESR’s Members.
During 2008, CESR published three updates of its Q&As on common positions agreed by CESR Members
on prospectuses. CESR published commonly agreed answers to questions on specific issues relating to
prospectuses. The latest update (Ref. CESR/09-103) brought the number of questions covered by the
document up to 70. Of particular note in this respect was the common position on the disclosure
requirements for securities which are guaranteed by a Member State when issuers voluntarily decide to optin to the PD included in the seventh update published in December 2008.

Other objectives served
Convergence
Transparency of implementation
Investor protection
Advice and reporting
to EU institutions
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The Q&A is intended to provide market participants - in a quick and efficient manner - with commonly agreed
responses to ‘everyday’ questions brought up to CESR or to CESR Members. CESR responses do not represent
standards, guidelines or recommendations. However, CESR seeks to operate the Q&A process in a way that
will enable its Members to react promptly if any aspect of the common positions already published needs to
be modified or any of the responses need further clarification. In the latest updates of the Q&A several answers
were updated to take into account comments received from market participants and to omit previously
dissenting views of certain CESR Members as those Members aligned their position with the CESR consensus.
The Commission participates in the discussions of the group and has provided its position on some of the
questions discussed in the paper. However, these views do not serve to bind the Commission.
Publication of data on prospectuses approved and passported
Since CESR received a mandate by the Commission in July 2007 to collect statistical data in relation to the number
of prospectus approved and ‘passported’ in the EU, CESR has decided to institutionalise the exercise and provide
the information on an on-going basis. As a result CESR published three tables in 2008 showing aggregated,
quarterly data of prospectuses approved and ‘passported’ across Europe between July 2006 to June 2008.

Assisting the Commission’s work on employee share schemes
Other objectives served
Convergence
Transparency of implementation
Investor protection
Advice and reporting
to EU institutions

Increasingly issuers are seeing share schemes as a means of aligning their own objectives and those of their
employees. The significant amount of detailed information that would be required in a prospectus for third
party investors is not pertinent to employee offers on the basis that employees are privy to information in
their companies and have the option to purchase the securities directly from the market if they choose to
pursue this option. CESR therefore set out to establish what level of information employees might
reasonably expect to receive when subscribing securities under employee share schemes.
EU Commissioner McCreevy sent CESR a letter in September 2007 requesting work, in its Level 3 capacity,
on employee share schemes. CESR was to try to agree a short-form disclosure regime for offers to employees
in those cases where a prospectus is required. Following this, CESR in December 2007 published a public
statement (Ref. CESR/07-825), informing market participants that it had started work on this request.
During 2008, CESR spent time analysing the issue of employee share schemes in detail and maintained
close contact with the Commission seeking clarification on certain legal aspects that arose from discussions
in the CESR expert group while preparing the proposal.

NEXT STEPS
The CESR prospectus contact group will continue to meet regularly to provide updates to the
Q&A. Specifically, the group will publish its proposal for a light-touch approach under the
Prospectus Directive and regulation in relation to employee share schemes as requested by
the Commission. Furthermore, the group will continue to publish statistical data on the
number of prospectus approved and passported and will continue to update, whenever
necessary, its documentation on the use of language and the translation requirements relating
to the summary in different jurisdictions. The group will also undertake a common
assessment of the prospectus requirements of certain third countries compared to the EU
requirements, starting with Israel and the United States. Finally, the group will also work on
the preparation of a CESR response to the Commission’s consultation on the review of the
Prospectus Directive which it expects to deliver up early in 2009.

Transparency expert group
CESR’s call for evidence on possible L3 work on Transparency Directive
Other objectives served
Convergence
Transparency of implementation
Investor protection
Advice and reporting
to EU institutions

The Transparency Directive aims to ensure broadly the same information is made available by issuers in all
European markets, thus enhancing market confidence and stability. CESR’s transparency group aims to
encourage harmonised implementation of the TD among Member States, thus facilitating market integrity.
On 21 February 2008, CESR published a feedback statement (Ref. CESR/08-066) on its call for evidence
regarding possible Level 3 work on the TD. The consultation period ran from July to September 2008.
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CESR’s reaction to the call for evidence
Based on the feedback received, CESR chairs decided in October 2007 to start Level 3 work on the TD and
set up a group within CESR composed of national experts in the Transparency Directive. The Commission
participates in the group as an observer and the group has started working in parallel on the following areas:
, Conducting a mapping exercise on implementation of the Directive in Member States;
, Preparing a paper containing responses to questions asked by market participants and regulators on the
Level 1 and 2 Directives; and
, Establishing an EU network of national mechanisms for the storage of regulated information.

NEXT STEPS
CESR will regularly discuss practical issues relating to the day-to-day implementation of the
Directive. The outcome of these discussions will be published in a Q&A document. The
issues covered in the discussions will be those submitted by CESR Members or market
participants as well as those indentified as being issues where further convergence should
be sought. This will be dealt with on the basis of the mapping exercise on the
implementation of the TD. CESR will also improve the accessibility of national standard
forms for notification of major shareholdings and explore ways to improve the EU standard
form for notification of major shareholdings.

EU network of national storage mechanisms
A keystone of stable and integrated markets is free access to up to date information and a key element to this
is the OAMs that store and make available information published by issuers pursuant to the TD.
Article 21 of the TD requires each Member State to officially appoint at least one mechanism for the central
storage of regulated information (an OAM). Article 22 of the TD foresees that in the future there should be
some kind of networking among the national storage mechanisms which seeks to achieve the linkage of:
, Electronic networks at national level to existing national business registers; and
, Those national electronic networks to each other at European level.
The aim of such an interlinked network would be to provide a one stop shop for investors and other
interested parties looking for regulated financial information on listed companies.
In June 2006, CESR presented its advice to the Commission on a possible network between national storage
mechanisms (Ref. CESR/06-292). CESR recommended a simple network model (the so called ‘model C’),
which would consist of a single interface for end users (e.g. a web site) containing a central list of all issuers
with, for each issuer, a link to the relevant storage system on which the actual regulated information could
be found.
In October 2007 the Commission adopted a recommendation on OAMs for the central storage of regulated
information (2007/657/EC). CESR has been given a key role in the establishment of the network and in
facilitating and providing support to Member States in executing the provisions of article 22.1 (b) of the TD.
As a first step towards setting up an EU network of national storage mechanisms, CESR has decided to use
the MiFID database of shares admitted to trading on EU regulated markets that is already running on its
website. Links to the relevant OAM are available directly through each share on the database.

NEXT STEPS
CESR will explore the development of the OAM network to also cover issuers of other
securities than shares. In that work CESR will co-operate with the national OAMs.

Other objectives served
Investor protection
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Market efficiency
MiFID Level 3 Expert Group
MiFID’s impact on secondary markets functioning
Other objectives served
Convergence
Investor protection

In the secondary markets area, MiFID is designed to promote competition between trading venues for
execution services so as to increase investors’ choice, encourage innovation, lower transaction costs, and
increase the efficiency of price formation process on a pan-Community basis.
One year on from MIFID’s implementation, CESR considered it important to conduct an internal evaluation
of the workings of the new regulatory framework and its impact on market structure, which will also serve
as a preparation for the upcoming Commission evaluation of some of the MiFID provisions.
In November 2008, CESR published a call for evidence on the impact of MiFID on secondary markets
functioning (Ref. CESR/08-872) in order to ask stakeholders for their views on the workings of MiFID and
its impact. During the first stage of CESR’s work, the analysis concentrates on shares admitted to trading on
regulated markets. It covers the functioning of the MiFID provisions and the related provisions of the MiFID
implementing regulation in the following areas: market transparency and integrity, regulated markets,
MTFs and systematic internalisers. In this review, CESR analyses the following issues:
, Trends in the markets since MiFID has come into force and the effects of these trends on market structure
and competition;
, The consequences of fragmentation for price formation and market efficiency;
, Dark pools of liquidity and pre-trade transparency waivers;
, Categorisation of shares for pre- and post-trade transparency purposes, data quality and consolidation;
, Attainment of the objectives of MiFID (e.g., fostering competition and a level playing field between EEA
trading venues, providing for efficient and orderly markets); and
, Potential policy implications.
Call for evidence on MiFID's impact on secondary markets functioning (Ref. CESR/08-872)

7 Banking

1 Government, regulatory and

7 Investment services

enforcement

2 Issuers

12 Legal and accountancy

5 Insurance, pension and asset

1 Press

management

3 Others

NEXT STEPS
MiFID introduced significant changes to the European regulatory framework, in particular
in relation to secondary markets. CESR’s evaluation of the workings of the new regulatory
framework and its impact on the functioning and structure of equity secondary markets,
due to be finalised during the first half of the year, will form a valuable input in the debate
on the impact of MiFID. A report on the impact of MiFID on the functioning of equity
secondary markets is scheduled to be published by CESR in the summer of 2009. In the
second stage, the analysis will be extended, where applicable, to secondary markets in
other financial instruments covered by MiFID. The work on the second stage is planned to
start after the finalisation of the first stage.

Post-trading expert group

Other objectives served
Convergence

CESR monitors ESCB’s work on single pan-EU platform for securities
settlement
The settlement of domestic and, in particular, cross-border securities transactions will enhance safety and
efficiency of settlement when done on a single platform. The TARGET2-Securities (T2S) project will offer
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settlement services for securities transactions in central bank money on the basis of a single technical
platform. Subject to various conditions, almost all EU central securities depositories (CSDs) have expressed
an interest in participating in the future platform. The euro system is currently working on the development
of the platform and, although T2S remains work in progress at this stage, it is expected to have a profound
impact on the settlement landscape in Europe once it becomes operational in 2013. This will have important
implications for the supervision of national CSDs by securities regulators.
During 2008 CESR remained involved as an observer at various levels of the T2S project of the European
System of Central Banks (ESCB). CESR has also entered into a dialogue with representatives of CSDs, under
the umbrella of the European Central Securities Depositories Association (ECSDA).
Based on their respective national supervisory responsibilities, CESR Members have raised several
questions with the ESCB on topics such as the governance and management of conflicts of interests, both
in the development and in the operational phase of the project. In order to function properly, the proposed
platform requires arrangements to be in place between the Euro-system and those national CSDs which,
subject to various conditions, have expressed an interest in participating. Ultimately the introduction of a
pan-European CSD would imply a transfer of certain settlement functions from national CSDs to the panEuropean platform, which again would have important supervisory impacts for national securities
regulators.

NEXT STEPS
The next step for CESR in this long-term project by the Euro-system will be to continue its
dialogue with the ESCB and other stakeholders in 2009 in order to enable securities
regulators to safeguard the objectives for the supervision of securities markets.

Takeover bids network
Exchange of experience on the application of on Takeover Bids Directive
The Takeover Bids Directive aims to ensure a level playing field in Europe for companies to launch bids and
to ensure a transparent and fair treatment of investors. Some CESR Members do not themselves regulate
takeovers so CESR has formed a network to ensure an interface exists which allows takeover regulators to
exchange information and harmonise views.
CESR has continued to organise meetings with representatives from the EU authorities who regulate
takeover bids (whether these are CESR Members or not) to discuss their experiences in the application of
Directive 2004/25 on Takeover Bids. Three meetings were organised during the course of 2008 - in January,
June and November - to discuss issues put forward by the members of the network such as equitable
pricing, persons acting in concert, squeeze-out and sell-out provisions, and cross-border co-operation
between competent authorities.
Presentations were also made during these meetings of actual EU takeover cases so that Members could
exchange views and ask questions of the authorities that handled the cases concerned.
CESR assists in drafting checklist on annual information on takeover bids
CESR was requested by the Commission to assist in the drafting of a checklist pursuant to Article 20 of the
Takeover Bids Directive. This article obliges the Commission to carry out an examination of the
effectiveness of the Directive in 2011 and to that end requires Member States to provide the Commission
with certain information on the takeover bids taking place in their markets.
In order to assist Member States in providing this information and to help ensure its comparability, the
Commission and the CESR Takeover Bids Network have drafted a list of information elements to be
provided.

NEXT STEPS
The Takeover bids network will continue to meet regularly to exchange experiences on the
application of the Directive.

Other objectives served
Market integrity
Market transparency
Convergence
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3.2 Transparency of implementation
Monitoring and self-assessment
Review Panel
Mapping of supervisory powers, practices and sanctioning regimes under
MiFID
Following a request by the ECOFIN Council in December 2007, CESR’s Review Panel aims to provide an
extensive factual overview to the various EU institutions on how the different provisions in MiFID are
applied in practice throughout the EU Membership. In this respect, a mapping of the MiFID has been
conducted throughout 2008, aiming to show the level of convergence already achieved in implementing
the Directive, but also aiming to reveal those areas in which divergence exists with regard to supervisory
powers, practices and sanctioning regimes across Europe.
The review, which started in 2008, covers powers, practices and sanctioning regimes, but not the actual use
of sanctioning powers and the enforcement of measures and sanctions, keeping in mind that the
implementation of the Directive is quite recent. The key areas of this mapping are as follows:
, How supervisory powers concerning MiFID have been assigned to competent authorities in all Member
States, although not always necessarily to a CESR Member;
, The degree of convergence in relation to the procedures and methods used by CESR Members to
regularly monitor that investment firms comply with their legal obligations;
, With regard to the sanctioning regimes: whether administrative measures are more common
throughout the Membership than criminal sanctions;
, In respect to the specific provision on unauthorised provision of investment services by investment firms:
Which CESR Members provide for administrative fines and criminal sanctions as well, or for the
infringement of the other provisions of MiFID: which CESR Members can only impose administrative
measures and administrative fines, but not criminal sanctions;
, The range of criminal sanctions that can be imposed by CESR Members (which may include
imprisonment), depending on the infringement and the jurisdiction; and
, Whether there are huge differences between jurisdictions in terms of the range of administrative and
criminal fines that can be imposed.

NEXT STEPS
The Review Panel will publish its review in February 2009. The work undertaken should be
seen in the context of a series of studies undertaken to map to which extent the key pillars
of the Financial Services Directives are applied in practice. These results serve to help us
identify those areas we might wish to prioritise for further convergence in 2009. For
example, in relation to MiFID, lack of convergence in procedures in approving platforms or
regulated markets is perhaps a less significant issue, whilst differences on measures and
procedures to authorise and supervise investment firms are more critical to the Single
Market, as is the actual use of sanctioning powers and the enforcement of measures and
sanctions. And, more crucially, the streamlining of these processes is within the
competencies of CESR Members.

Other objectives served
Convergence
Advice and reporting
to EU institutions
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Mapping of supervisory powers and sanctioning regimes under
the Transparency Directive
Other objectives served
Convergence
Advice and reporting
to EU institutions

Following a request by the ECOFIN Council in December 2007, CESR’s Review Panel aims to provide an
extensive factual overview to the various EU institutions on how the different provisions, with regard to
supervisory powers and sanctioning regimes in the Transparency Directive, are applied in practice
throughout the EU Membership. In this regard, CESR’s Review Panel started a mapping of the TD in
October 2008, in which the relevant factual information was gathered from its Members. By the end of
2008, good progress was made in compiling the data for further analysis. The results of this mapping will be
set out in a report which will be published mid-2009, representing the contributions of those CESR
Members that, at the time of publication, will have fully implemented the TD and its implementing
measures. The mapping will show the level of convergence already achieved, but also reveal those areas in
which divergence exists with regard to supervisory powers and sanctioning regimes across Europe.

NEXT STEPS
The Review Panel will publish the TD mapping report, presumably in early 2009, and send
its findings to the EU institutions. We expect, as with earlier mapping exercises, that the
results will help us identify those areas we might wish to prioritise for further convergence
across Europe. In 2009, CESR will therefore look into actual use of sanctioning powers,
possibly issuing guidelines concerning privileged information and a definition of market
manipulation.

CESR reviews its standards on financial information
Other objectives served
Convergence

In 2008, the Review Panel of CESR reassessed how the CESR standards No.1 and 2 on financial information
are applied in practice by its Members. As part of this work, CESR started a self-assessment of Standard No.2
in 2008. The self- assessment report will be finalised and published in April 2009. The Review Panel will also
conduct a peer review on its Standard No.2 which will be published mid 2009, showing the main areas in
which Members are (fully) compliant or not.
CESR Standard No.2 (Ref: CESR/03-317c) was originally published in April 2004 and contains proposals for
achieving the necessary co-ordination and convergence of enforcement activities carried out by CESR
Members. Mainly, these proposals set out that:
, EU national enforcers should take into account decisions taken by other enforcers;
, Enforcement decisions should be made available to the other EU national enforcers via a database;
, Those EU national enforcers not being CESR Members, but being separate national authorities, should
follow a confidentiality regime consistent with that applicable to CESR Members; and
, Enforcement decisions and experiences should be discussed by the EU national enforcers within the
framework of the European Enforcers Co-ordination Sessions, the EECS.
CESR Standard No.1 (Ref: CESR/03-073), was originally published in March 2003 and provides principles on
how, in CESR’s view, harmonisation of the institutional oversight systems in Europe may be achieved.
Particularly, it defines standards for convergence in the enforcement of financial information, its scope, the
selection techniques applicable by the enforcers and the responsibility of different parties involved.
The Review Panel also conducted work, during the course of the last quarter of 2008 to update the peer
review of the implementation of CESR Standard No.1 (Ref: CESR/06-181) that was published in August
2006. During the latter part of 2008, CESR’s review panel drafted a peer review report of Standard No.1 on
financial information which will be finalised and published in April 2009.

NEXT STEPS
The Review Panel will finalise the update of the peer review on CESR’s Standard No.1 on
financial information during the course of 2009 and will also finalise its self-assessment and
peer review report on the CESR Standard No.2 and publish its report early 2009. The review
of both of CESR’s Standards will help to identify the levels of harmonisation already
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achieved on the enforcement of financial information and will also provide CESR, its
Members and the EU institutions with information on those areas where further
convergence still needs to be fostered.

CESR reviews CESR guidelines to simplify the notification of UCITS
During the course of 2008, CESR assessed how CESR Members applied CESR’s guidelines to simplify the
notification process of UCITS in practice. CESR started a peer review of the guidelines, which will show the
degree of convergence across Europe by showing the main areas in which Members are (fully) compliant or
not.
In the course of 2008, CESR started a peer review exercise on how CESR Members implemented CESR’s
guidelines to simplify the notification process of UCITS. This review followed an earlier self-assessment
exercise of the guidelines (Ref: CESR/08-113) that has been conducted during the first half of 2008 and has
been published in April 2008. The self-assessment mainly addressed the extent to which CESR Members
were considered to have implemented a package of guidelines on five specific areas regarding the
notification process:
, The language regime of the notification letter (CESR Members agreed that UCITS can submit their
notification letter to the host authority in a language commonly used in international finance, if this is not
contrary to the domestic legislation or regulation);
, Completeness of the notification letter (CESR Members agreed that if a notification is incomplete, the
competent host state authority shall inform – in any case within one month from the date of receipt of the
incomplete notification – the UCITS about the incompleteness and the information missing as soon as
possible);
, The shortening of the two-month notification period (CESR Members agreed that the two-month period
for notification is the maximum period available for the host competent authority to check the
notification and that it should be shortened whenever possible);
, Certification of documents (CESR Members agreed to rely on self-certification of copies of original
attestations by the notifying UCITS and that the original attestation should include an English version, in
order to simplify the practices and reduce costs for applicants); and
, Treatment of umbrella funds (CESR Members agreed that the necessary time for the host authority to
check new sub-funds which are added to the umbrella fund with the intention of being marketed in the
host state - where the marketing arrangements are already familiar to the host country competent
authority - should be significantly less than the two-month period).

NEXT STEPS
The Review Panel will finalise the peer review on the implementation of CESR’s guidelines
to simplify the notification procedure of UCITS during the course of the second half of 2009.
The results of this review will be also sent to CESR Members and the EU institutions and
therefore show the level of convergence already achieved, but it will also reveal those areas
where further harmonisation would still have to take place in 2009.

Other objectives served
Convergence
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Transparency expert group
Mapping of Transparency Directive’s implementations
Other objectives served
Convergence
Market transparency
Investor protection

CESR’s transparency expert group aims to provide a forum to facilitate a harmonised implementation of the
TD in Europe. As the implementation of the Directive is still relatively recent, the group’s first task was to
establish how this implementation looked in the various Member States.
In the period from May to June 2008, as part of a mandate given by the CESR chairs, the group conducted a
mapping exercise on how Member States had transposed the TD. The results of this exercise were published
in October 2008 (Ref. CESR/08-514b).
Lack of a central information source
A previous call for evidence conducted in 2007 had highlighted that the lack of a central information source
was a major obstacle to the practical operation of the TD, especially for internationally active investors and
issuers. Consequently, CESR was asked to gather together and publish information on how the Directive
had been implemented across different jurisdictions particularly in areas such as notification thresholds, the
reporting procedure and how shareholdings were calculated.
Respondents to the 2007 call for evidence had also highlighted that difficulties in knowing the exact
requirements in the different Member States arose through a combination of the Directive’s minimum
harmonisation status, which implied that Member States could prescribe additional transparency measures
and the right of those Member States to choose between different options allowed by the Directive.
CESR’s TD mapping exercise
The mapping exercise conducted by CESR consisted of 160 questions on the transposition of the TD
covering, amongst others, general information on the availability of implementing rules, guidance and other
key information, major shareholding notifications, periodic financial information and dissemination of
regulated information.
The results of the mapping exercise showed that in certain areas there is divergence in the national
regulations implementing the TD. Even though at the time of the mapping exercise, not all Member States
had fully implemented the TD rules and prepared interpretations relating to them, the results provide
detailed information on the nature of the Directive’s implementation in the various Member States. The
results will also help CESR to identify areas where further convergence might be sought.

NEXT STEPS
CESR will regularly discuss practical issues relating to day-to-day implementation of the
Directive. The outcome of these discussions will be published in a Q&A document. The
issues covered in the discussions will be those submitted by CESR Members or market
participants as well as those indentified as being issues where further convergence should
be sought on the basis of the mapping exercise on implementation of the TD.
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3.3 Convergence
CESR-Pol
CESR promotes convergent application of the market abuse regime
Other objectives served
Market efficiency
Investor protection

Convergent application of key European Directives is a prerequisite for a well-functioning single EU
financial market, providing a level playing field for all market participants, and ensuring fair and transparent
securities trading. CESR therefore ensures the consistent and effective application also of the Market Abuse
Directive (MAD) and conducts Level 3 work in the area of MAD.
Third set of CESR guidance on the common operation of MAD
Throughout 2008, CESR continued to prepare a common ground for the convergent implementation and
application of the EU market abuse regime by ensuring a common approach towards the operation of MAD
amongst CESR Members. In this respect, CESR is about to finalise the third set of CESR guidance and
information on the common operation of MAD, covering the following issues:
, Insider lists;
, Suspicious transactions reports;
, Stabilisation and buy-back programmes; and
, Rumours (in relation to inside information).
In May 2008, CESR published a first consultation paper on the third set of guidance outlining draft guidance
on insider lists and suspicious transaction reports (Ref. CESR/08-274). In October 2008, a second
consultation paper, suggesting guidance on stabilisation, buy-back programmes and rumours (Ref. CESR/
08-717), was issued. CESR also held a public hearing in November 2008 to discuss both consultation papers
with market participants, receiving broad support from industry representatives.
Consultation on third set of guidance and information on the common operation of MAD (Ref. CESR/08-717)

7 Banking
4 Investment services
2 Issuers
5 Others

Measures and sanctions under MAD
In February 2008, CESR published an executive summary (Ref. CESR/08-099) to its report on
administrative measures and sanctions as well as criminal sanctions available in Member States under MAD
(Ref. CESR/07-693), published in November 2007 upon request by the Commission. The purpose of
CESR’s report was to inform the EU Institutions and market participants about the different approaches to
applying sanctions and administrative measures across the Member States.
According to the MAD provisions, Member States have the discretion to decide on the amount of fines and
the types of administrative measures applicable in market abuse cases. Furthermore, the Member States
may also introduce criminal sanctions in market abuse cases.
The exercises undertaken by CESR revealed differences in sanctions applied in cases of market abuse. The
report, however, did not seek to analyse these differences, or to draw any conclusions on the impact of
differences. CESR therefore noted that the differences that exist are largely due to the fact that Member
States’ legal systems differ, and that the division of responsibilities between competent authorities in each
Member State also vary in relation to the investigation of cases and subsequent enforcement.
Administrative sanctions and measures of CESR Members include a public or private reprimand, monetary
penalties, disqualification from management, or ownership of a regulated entity and withdrawal of licenses.
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NEXT STEPS
CESR will finalise its third set of guidance on the common operation of MAD and will publish
a feedback statement on the feedback received to the two consultation papers during the first
half of 2009. Further steps in 2009 relating to the market abuse regime will include work on
directors' dealings and considering possible further Level 3 work, taking into account the
information on the timetable and outcome of the MAD review of the Commission.

CESR-Fin
CESR’s dialogue with the US SEC
CESR-Fin continues to pursue a dialogue with the US SEC, designed primarily to ensure a co-ordinated
approach to the enforcement of IFRS in the accounts of those EU issuers who maintain dual listings in the
EU and US. Two meetings between CESR and the SEC took place in 2008, one in July and one in November
respectively. The topics discussed covered:

Other objectives served
Market efficiency
Investor protection

, The SEC roadmap for allowing US companies to use IFRS;
, Issues arising out of the G20 summit;
, Developments in the EU and US regarding fair value accounting;
, Themes arising from reviews of the 2007 IFRS financial statements in the US and EU markets;
, The use of XBRL;
, The IASCF’s constitutional review; and
, Possible CESR-IOSCO co-operation on publication of enforcement decisions.

NEXT STEPS
There are plans to hold two further meetings in 2009 and for a US delegate to speak on
accounting issues relevant to the US market at the CESR Conference to be held in 2009.

Equivalence of third country GAAPs
CESR-Fin continued to work closely with the Commission during 2008 providing advice on the equivalence
of Generally Accepted Accounting Principles (GAAPs) used by third country issuers for the purposes of the
Prospectus and Transparency Directives.
Following publication by the Commission of a mechanism for establishing the equivalence of third country
GAAPs in December 2007, CESR was asked to perform an equivalence assessment work in relation to the
GAAPs of China, Japan and the US (delivering advice to the Commission in March 2008), of Canada and
South Korea (delivering advice to the Commission in June 2008) and of India (delivering advice to the
Commission in November 2008). Following CESR’s consultations and recommendations, the Commission
put forward a final proposals that US and Japanese GAAP be found equivalent as of 1 January 2009 and that
a transitional exemption for the use of Canadian, Chinese, Indian and South Korean GAAPs on EU markets
be granted until 31 December 2011. These proposals were taken up and passed into law in December 2008.
1 – Consultation on CESR's advice on Canadian and South Korean GAAPs (Ref. CESR/08-094)
2 – Consultation on CESR's advice on the equivalence of Chinese, Japanese and US GAAPs (Ref. CESR/08-761)
3 – Consultation on CESR's advice on Indian GAAP (Ref. CESR/08-639)
1
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2 Banking

1 Regulated markets, exchanges

1 Investment services

and trading systems
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1 Legal and accountancy

Other objectives served
Market efficiency
Investor protection
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NEXT STEPS
The final provisions on the equivalence of third country GAAPs, however, require the
Commission to update the European Parliament regularly on the progress that is being made
by those countries granted transitional exemption to converge with or adopt EU endorsed
IFRS. The first such update needs to be made by the Commission during the later half of 2009
and CESR expects to receive a mandate to perform review work in support of this report in the
first quarter of 2009. CESR expects to perform further work on the progress of Canada, China,
India and South Korea in adopting or converging with IFRS in 2009.

MiFID Level 3 expert group
Q&As on MiFID
Other objectives served
Market transparency
Market efficiency
Investor protection

Informed market participants are vital to ensure the orderly functioning of financial markets and to maintain
fairness, efficiency and transparency of trading. To this end, and in order to promote the convergent
application of MiFID throughout Member States, CESR maintains a MiFID Q&A and also provides input to
the Commission’s Q&A on MiFID.
In April 2008, CESR published its first MiFID Q&As (Ref. CESR/ 08-266), including commonly agreed
positions by CESR Members. The aim of the Q&A is to provide responses in a quick and efficient manner
to ‘everyday’ questions which are commonly posed to CESR by CESR Members, market participants or the
general public. Additional Q&As on MiFID were published in December (Ref. CESR/08-943).
CESR also continues to provide input to the Commission’s MiFID Q&A and seeks to ensure a high degree
of co-ordination and integration between the CESR and the Commission Q&As.

NEXT STEPS
The main purpose of the MiFID Q&A is to address issues of practical application, for which
a formal consultation process is considered to be unnecessary. Before generating an
answer, CESR checks the potential impact and relevance of the issue concerned. CESR
guidance on issues that are essential for the industry will always be subject to a regular
consultation process, no matter whether it is issued as an ordinary Level 3 measure or as
Q&A. In 2009, CESR will therefore continue to update the MiFID Q&A whenever new
questions are posed to CESR.

MiFID’s operational supervisory work and sessions
Other objectives served
Market transparency
Market efficiency
Investor protection

Supervisors equipped with up-to-date knowledge are vital to ensuring the proper functioning and oversight
of the market, as well as ensuring new regulations developed are implemented in a convergent, transparent
and efficient way, which also helps protect the interests of investors.
In 2008, CESR focused its MiFID Level 3 thematic work on issues of supervisory convergence. CESR
received feedback from its Members, as well as from market participants, that more practical work on
certain areas in MiFID would enable consistent implementation and provide certainty. As a consequence,
CESR included the supervisory stream of work as a priority item in its MiFID 2008 work programme and
organised a series of workshops for supervisors and the industry.
The workshops acted as a platform for exchanging information and market practices, generated interesting
discussions and enabled participants to obtain a better understanding of the effects of MiFID on the
compliance and business systems of firms. The following key areas were covered:
, Best execution;
, Inducements;
, Conflicts of interest; and
, Investment advice.
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The workshops resulted in the production of thematic handouts, so called ‘supervisory briefings’, on best
execution (Ref. CESR/08-735), inducements (Ref. CESR/08-734) and conflicts of interest (Ref. CESR/09733), with the aim of helping supervisors to identify the key components of the associated rules and equip
them with a list of issues and questions that could be used in their day-to-day activities. Furthermore, the
supervisory briefings served in identifying and prioritising future work on the supervisory front.

NEXT STEPS
Regarding the supervisory work stream, 2009 will see the first thematic supervisory effort by
CESR to assess firms’ practices on inducements. Over 200 firms and banks have already been
identified and asked to participate in this exercise, the final outcome of which will be reflected
in a pan-European report on practices. In parallel, building on the success of the supervisory
briefings, which were positively received by both press and industry, CESR will also produce
additional supervisory briefings on key MiFID topics for investor protection, such as on the
information that firms should provide to clients before, during and after the provision of an
investment service. Finally, a series of workshops will be organised on topics of practical
relevance for supervisors, such as the supervision of local and incoming tied agents and
inducements. The policy work will commence with Level 3 material on the classification of
complex/non-complex financial instruments under MiFID, and will cover issues relating to
the harmonisation of product classification. This will also include the production of
recommendations/guidelines on the provision of investment advice. However, both areas
have been identified as high priority in the light of current market circumstances.

MiFID passport functioning
Championing agreements between CESR Members on the supervision of cross-border branches improves
co-operation and more consistent supervision of investment firms across Europe.
Since MiFID’s implementation in 2007, CESR has worked to improve the co-operation of its Members in
core supervisory functions. One of these areas is the supervision of cross-border branches, where CESR
Members have developed numerous co-operation agreements throughout 2008, following two models
developed by CESR in 2007: common oversight programmes or requests for assistance based on efficient
allocation of supervisory tasks. The second model is general in nature, whilst the first one allows supervisors
to adopt a tailored agreement for particularly important branch operations.

Other objectives served
Market transparency
Market efficiency
Investor protection

NEXT STEPS
The main aspect of the passporting work in 2009 will be a pan-European fact finding
exercise in order to assess the effectiveness of CESR’s protocols for the supervision of
branches and for passport notifications. The aim of the work will be to identify areas for
improvement and further co-operation, suggesting ways of doing so, if appropriate.

Review of the scope of the MiFID transaction reporting obligation
In order to achieve the goals of MiFID, it is key to enable competent authorities to be sufficiently informed
about transactions in which they have a supervisory interest so that they are in a position to carry out their
obligations under MiFID as expeditiously and efficiently as possible. Therefore, it is necessary to ensure that
a single set of data is requested from all investment firms with a minimum of variation between Member
States, so as to minimise the extent to which businesses operating across borders are subject to different
reporting obligations, and so as to maximise the proportion of data held by a competent authority that can
be efficiently shared with other competent authorities. In order to achieve these goals, in 2008, CESR
launched work to further increase the degree of convergence in relation to MiFID’s transaction reporting.
The starting point for the work were the CESR Level 3 guidelines on MiFID transaction reporting (CESR/07301) published in May 2007, where, among others, the scope of the transaction reporting obligation was
tackled. In those guidelines, CESR Members had recognised the competent authorities’ need to specify
under which circumstances transactions are being executed and need to be reported. In addition, CESR
Members had agreed to commit themselves to collecting and exchanging certain transaction information.

Other objectives served
Market transparency
Market efficiency
Investor protection
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This was seen as an interim solution in order to avoid disruptions in the existing reporting and supervision
systems of CESR Members. As a consequence, CESR committed to launching a review of the scope of the
transaction reporting obligation after the regime had been in operation one year. To this end, CESR
launched a call for evidence in November 2008, inviting views as to what CESR should consider when
conducting the review. This review is aimed at producing definitive guidance in this area. The call for
evidence focused on the following aspects:
, Whether the differences in the scope of the transaction reporting obligation between CESR Members
had caused any problems to market participants (requesting examples of the practical problems
encountered);
, Investment firms’ practical experiences in reporting transactions that fall under each of the categories set
out by the interim guidance; and
, Advantages and disadvantages of competent authorities systematically receiving transaction reports covering
the information on the ultimate client versus acquiring that information on an ad hoc basis by other means.
Call for evidence on the review of the scope of MiFID's transaction reporting obligations (Ref. CESR/08-873)

5 Banking
2 Investment services
4 Issuers
2 Regulated markets, exchanges and trading systems
1 Others

NEXT STEPS
This work stream will help CESR Members to analyse the benefits and drawbacks of the
various scopes of the transaction reporting obligation with the aim at formulating a
harmonised agreement on the scope of this obligation. More specifically, taking into
account the responses to the call for evidence, the transaction information required to be
reported will be reviewed and clarified where necessary so as to achieve a common
understanding. A consultation paper is scheduled to be released in the summer of 2009,
with a view to publish revised Level 3 guidelines, if necessary, by the end of the year.

Post-trading expert group

Other objectives served
Market efficiency
Market transparency

CESR-ESCB recommendations for securities settlement systems and
central counterparties
Specificities in the European landscape for clearing and settlement led CESR and the ESCB to propose an
EU-focused adaptation of the existing CPSS-IOSCO recommendations in order to promote competitive,
efficient, safe and sound pan-European post-trading arrangements. This should ultimately lead to greater
confidence in securities markets, better investor protection and limit systemic risk. In addition, the
recommendations seek to improve the efficiency of the market infrastructure, which should in turn
promote and sustain the integration and competitiveness of the European markets. In the absence of an EU
framework for all entities active in this area, it is anticipated that the CESR–ESCB recommendations will,
where needed, promote harmonisation of European securities markets by encouraging efficient structures
and market-led responses to developments.
In 2008, CESR, together with the European System of Central Banks (ESCB), started to finalise the draft
CESR-ESCB recommendations for securities settlement systems in the EU after the publication of the
ECOFIN Council conclusions of 3 June 2008, taking into account the following guidance given by the
ECOFIN Council:
, To transform the existing draft standards addressed to the entities into recommendations for public
authorities;
, To include the international central securities depositories and to exclude custodians from the scope of
application of the recommendations; and
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, To replace the draft standard 9 on credit and liquidity controls by the original recommendation 9 of the
2001 recommendations by the Committee on Payment and Settlement Systems (CPSS) and IOSCO.
Representatives of the Committee of European Banking Supervisors (CEBS) and the Commission
participated as observers in the preparatory work. Furthermore, on 3 June 2008, the ECOFIN Council invited
CEBS to further review, in co-operation with CESR, the coverage of risks borne by custodians, taking into
account that some (international) central securities depositories and central counterparties (CCP) are also
subject to the Capital Requirements Directive.
In accordance with the ECOFIN Council request to adapt and finalise the draft by autumn 2008, CESR and
the ESCB published their redrafted recommendations in October for a public consultation of three months.
As the financial crisis deepened in the second half of 2008, the ECOFIN Council invited CESR and the ESCB
in December 2008 ‘to adapt the existing draft recommendations on CCPs so as to explicitly address also
risks of OTC derivatives and co-ordinate with CPSS–IOSCO recommendations in order to ensure global
consistency as soon as possible’. This additional stream of work is not expected to affect the ongoing
supervision/ oversight by competent authorities for CCPs which would extend their current services in this
area, nor the scope of the current exercise and the agreed deadlines. In accordance with an earlier
conclusion of the ECOFIN Council, CESR and the ESCB aim to finalise this work in early 2009.

NEXT STEPS
The next step for the recommendations will be the analysis of the responses to the first
consultation paper and the preparation of another consultation paper with regard to central
clearing of OTC derivatives before the full set of recommendations will be adopted by CESR
and by the relevant ESCB bodies during the first half of 2009.

Prospectuses contact group
Assessment of the equivalence of non-EEA prospectuses
Market efficiency depends on access by issuers to the markets in a quick and cost-effective manner. With
regards to third country issuers, many of whom are subject to regulatory oversight in their own
jurisdictions, market efficiency is best served by ensuring that European investors receive substantially the
same information as they do in relation to European issuers.
CESR’s prospectus contact group in 2008 has continued to work on the equivalence of prospectuses
(Article 20.1 PD) from countries outside the European Economic Area (EEA). In particular, the group has
sought to establish the exact meaning of Article 20.1 PD and has analysed the individual decisions taken by
CESR Members who have assessed the equivalence of some non-EEA prospectuses.
The outcome of this work was summarised in a statement (Ref. CESR/08-972) published by CESR in December
2008. In this statement, CESR clarified its interpretation of Article 20.1 PD, informing market participants that, at
the date of the statement, no Member State had taken any blanket or unconditional decision with respect to the
equivalence of the prospectus standards of any third country. Furthermore, CESR indicated that it had decided
to work on a common assessment of the prospectus requirements of certain third countries compared to the
EU requirements, for example, initial work focusing on the requirements of Israel and the US.

Cross-sector convergence
3L3
The so called 3L3 work – the common work of the 3L3 Committees – is generally focused on achieving
convergence between the three financial sectors within capital markets, credit institutions (banks), the
insurance and pensions sector. These different segments of the financial markets are interlinked. The need
for the three sector Committees, CESR, CEBS and CEIOPS, to work together is driven by aspects of creating
an European level-playing-field, consistency in legislative implementation, cost effectiveness and proper
assessment of cross-sector risks.

Other objectives served
Transparency of implementation
Investor protection
Advice and reporting
to EU institutions
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Joint protocol on 3L3
Other objectives served
Advice and reporting
to EU institutions

CESR, CEBS and CEIOPS have co-operated closely since the setting up of the 3L3 Committees. In 2005, the
Committees formalised their co-operation by signing a joint protocol on co-operation. In 2008, the 3L3
Committees updated their protocol to reflect their experiences of joint work done, and to take into account
the latest developments, such as the Lamfalussy review and the deepening financial crisis. Both the review
and concerns about the impact of the crisis on EU financial institutions led to an increased number of
requests from EU institutions(10) and stakeholders to develop cross-sector aspects, closer co-operation and
more aligned positions among the 3L3 Committees became even more important. As the year progressed,
contacts among the 3L3 chairs became ever more frequent.
The new 3L3 protocol, which was signed on 8 December 2008 in Brussels, introduces the concept of a coordinating committee. The co-ordinating committee carries the main responsibility for 3L3 co-ordination
on behalf of the 3L3 Committees, on a six month rotational basis, with CESR being the initial co-ordinating
committee for the second half of 2008, followed by CEIOPS in the first half of 2009 and CEBS in the second.

3L3 work on cross-sector risks
Other objectives served
Market integrity
Market transparency
Market efficiency
Investor protection.

Identifying cross-sector risks will help the 3L3 Committees, their members and the EU institutions in
ensuring the stability of European financial markets. Following the ECOFIN Council conclusions of May
2008 and the request to the 3L3 Committees to respond to financial stability concerns of a cross-sector
nature, the 3L3 Committees started testing this form of co-operation in a pilot exercise. This was done by
organising a joint initiative to address the issue in detail and to find the best way forward by adding a crosssector dimension to the 3L3 Committees' work on sector risk assessment.
The cross-sector perspective has been assigned to those sector working groups already established earlier
for assessing sector risk frameworks. The intention in doing so has been to find the most efficient way
forward rather than establishing a separate 3L3 cross-sector group with again another separate meeting
frequency.

NEXT STEPS
A 3L3 task force on cross-sector risks, accountable to the 3L3 chairs, will be formed in 2009
to make sure that cross-sector financial stability risks are effectively identified. The task
force will ensure that, at an early stage, the 3L3 Committees’ ability to capture cross sector
risks relevant to the risk assessment exercises of the Committees: common risks across
sectors, risks which are contagious from one sector to another, and endogenous risks,
where regulatory action in one sector has significant risk implications for another sector.
This task force will therefore contribute to the response to additional requirements that will
follow from the review of Commission decisions establishing the 3L3 Committees.

3L3 work on home-host delegation
Other objectives served
Market efficiency

The 3L3 work on delegation and issues of home-host arrangements serves to achieve convergence among
regulators, across sectors and markets. Consistent and predictable application of EU legislation across
financial sectors leads to greater level of consistency of application across different jurisdictions and helps
supervisors rely on each other’s work. In June 2008, the Commission requested the 3L3 Committees to work
on delegation for home and host authorities.
The work of the 3L3 will also feed into the Commission’s review of the financial services Directives, with a
view to include provisions on the voluntary delegation of tasks and the analysis of options on voluntary
delegation of supervisory competences. The request related to delegation of tasks, to the delegation of
supervisory responsibilities and to the legal and practical obstacles to delegation. A 3L3 task force was set
up, representing participants from the three sectors. In early November 2008, the task force sent a report
on delegation of tasks (Ref. CESR/08-744) to the Commission. The report sets out 15 key principles to be
followed when the delegation of tasks takes place between competent authorities. The principles cover
(10) The revised Commission Decisions establishing the Committees, published in January 2009, explicitly requires 3L3 co-operation.
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issues such as the legal basis, compliance with the national law, liability, confidentiality, transparency and
accountability, to be followed when delegation of tasks takes place between competent authorities. The 3L3
task force continued its work in autumn 2008 by mapping obstacles to delegation to supervisory
responsibilities by publishing a questionnaire, mapping CESR Members’ current legal and supervisory
frameworks.

NEXT STEPS
The 3L3 delegation task force has finalised, in April 2009, its work on delegation as
requested by the Commission with a paper on obstacles to delegation of supervisory
responsibilities. The 3L3 Committees stand ready to further contribute to the developments
in this field, including possible future legislative initiatives.

3L3 statement on the valuation of financial instruments
In October 2008, the 3L3 Committees published a joint statement on the latest developments in
accounting. The statement refers to the relevant work undertaken by bodies from the different financial
sectors on accounting and fair value. The 3L3 Committees welcomed the urgent work of the IASB and the
flexibility shown in terms of application of the mark-to-market valuation. The Committees also welcomed
the new Regulation from the Commission that promptly implemented this change. The 3L3 Committees
supported the aim to arrive at global accounting standards and appreciated the solution found by the IASB
regarding the issue of reclassification and therefore avoiding a European carve-out on IAS 39. The 3L3 have
also high-lighted the support for the clarifications given by IASB in October 2008 with regard to the
following:

Other objectives served
Market transparency
Investor protection

, Management’s internal assumptions;
, The use of market quotes;
, Results of disorderly transactions; and
, Transactions in an inactive market.

NEXT STEPS
In 2009, the 3L3 Committees will continue their co-ordination and exchange information on
the sector work undertaken on accounting.

3L3 anti-money laundering task force
The 3L3 Committees’ Anti-Money Laundering Task Force (AMLTF) aims at achieving convergence in
national implementations of the Third Anti-Money Laundering Directive across the different sectors of
European financial markets. On 26 March 2008, the 3L3 Committees launched a joint public consultation
(Ref. CESR/08-247) on a common understanding of the information on the payer accompanying a funds
transfer. The AMTLF has proposed a solution to deal with payments that lack the required information in
respect to the Regulation 1781/2006 on information on the payer accompanying transfers of funds and
other provisions, covering anti-money laundering and terrorist financing. The proposed common 3L3
understanding on the information on the payer accompanying a funds transfer to payment service providers
of payees, has been developed through an informal industry consultation, including a workshop held in
January 2008.
The AMLTF was established in the second half of 2006 by CESR, CEBS and CEIOPS, with a view to provide
input into anti-money laundering and counter terrorism finance issues, with a specific focus on the Third
Anti-Money Laundering Directive.

Other objectives served
Transparency of implementation
Market integrity
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3L3 consultation on common understanding of obligations on information on the payer accompanying
funds transfers (Ref. CESR/08-247)

9 Banking

NEXT STEPS
The AMLTF will continue its work in relation to the practical aspects of the Third AntiMoney Laundering Directive and will in 2009 produce work on aspects of ‘Know Your
Customer and Customer Due Diligence’.

3L3 guidelines on cross-border acquisitions
Other objectives served
Market transparency

Directive 2007/44/EC of 5 September 2007 on cross-border acquisitions in the financial sector(11) amends a
number of sector Directives with regards to prudential requirements to be applied in acquisitions and increase
of holdings in the financial sector. The Directive sets out five criteria to be applied by the competent authorities
in the EU in order to assess a cross-border acquirer, such as the reputation of the acquirer and its compliance with
prudential requirements. In order to develop a common understanding among the members of 3L3 Committees
as to the application of these criteria, the 3L3 Committees set out to develop a common understanding of these
assessment criteria. Following a consultation in December 2008, a 3L3 cross-border merger and acquisitions task
force published guidelines on the five prudential criteria applicable to the Directive.
The 3L3 Committees also defined co-operation arrangements in order to ensure an adequate and timely
flow of information between supervisors, taking into account the limited time of normally 60 days, provided
under the Directive for completing prudential assessments. They also established an exhaustive and
harmonised list of information that proposed acquirers should include in their notifications to the
competent supervisory authorities.
Consultation on 3L3 guidelines for the prudential assessment of acquisitions and increase in holdings
(Ref. CESR/08-543)

3 Banking
4 Insurance, pension and asset management
2 Others

NEXT STEPS
In 2009, the 3L3 Committees will further discuss and asses the possibilities to perform
additional work in the area of fitness and properness criteria. However, this item has been
given a low priority in the 2009 work programmes, given the volume of work that needs to
be done in other areas following the financial crisis.

Impact assessment guidelines
Other objectives served
Market efficiency

CESR, CEBS and CEIOPS published on 30 April 2008 their joint Impact Assessment (IA) guidelines. These
guidelines have been developed as a practical tool to help ensuring the effective use of IA within the 3L3
Committees. The guidelines will assist the Committees in their effective policy decisions regarding future
regulation, and by enhancing the credibility and accountability in policy-making and therefore also
fostering the efficiency of markets as a whole. The IA guidelines bring additional structure to policy making
and reinforce the Committees’ commitment to transparent, evidence-based policy-making. One key
feature through which this is achieved, is the role given to market and regulatory failure analysis, as tools for
ensuring that the case for regulatory intervention is considered properly.
(11) Directive 2007/44/EC of the European Parliament and of the Council of 5 September 2007 amending Council Directive 92/49/EEC
and Directives 2002/83/EC, 2004/39/EC, 2005/68/EC and 2006/48/EC as regards to procedural rules and evaluation criteria for the
prudential assessment of acquisitions and increase of holdings in the financial sector (text with EEA relevance ).
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The expectation is that IA will apply to the work of the 3L3 Committees, where the policy issues under
consideration are likely to have significant structural and cost implications to consumers, investors and/ or
market participants.
The 3L3 Committees conducted pilot studies to establish how the guidelines would work effectively. CESR
tested the guidelines in relation to the existing simplified prospectus work; CEBS tested them in relation to
its large exposures work; CEIOPS is applying them in its work to deliver advice to the Commission in relation
to the Solvency II project.

NEXT STEPS
The 3L3 Committees will continue providing joint 3L3 training to members of the
Committees on the application of guidelines as well as on implementation and use of impact
analysis in their activities.

3L3 task force on internal governance
In July 2008, the 3L3 Committees set up a common internal governance task force intended to address
cross-sector issues related to internal governance. The purpose of the work is to develop, within the current
legal framework, cross-sector guidance on internal governance for institutions and conglomerates
operating in different financial sectors. In doing so, the task force will identify the consequences of
differences in Level 1, 2 and 3 measures of regulating internal governance which might have a significant
practical impact on institutions.

Other objectives served
Market efficiency

NEXT STEPS
The internal governance task force will perform a stock take of the differences between
Level 1 and 2 measures on internal governance with regard to MiFID, CRD, Solvency II and
to the Conglomerates Directive, in the second and third quarter of 2009. We expect the work
to be finalised during 2009.

CESR-CEBS’ advice on the review of commodities business
CESR and CEBS published a consultation paper (Ref. CESR/08-370) in May 2008, responding to the
Commission’s joint mandate for technical advice on the review of commodities business with regards to
Article 65 of MiFID and Article 48 of the Capital Adequacy Directive (CAD).
The review related to the regulatory treatment of firms providing investment services in commodity and
exotic derivatives and the views of the two Committees were sought on whether the treatment of these
types of firms continues to support the intended aims of market and prudential regulation.
The consultation paper began with an overview of the EU commodity derivatives markets, products, trading
venues and participants, and included an analysis of possible market and regulatory failures linked to
asymmetric information and negative externalities, which provided a framework for the subsequent
discussion of policy issues. The two final sections of the consultation paper examined whether the current
regulatory framework, as set out in MiFID and CAD, adequately addresses the issues raised in the market
and regulatory failure analysis or whether there is a need for amendments. A number of possible options
were discussed.
CESR and CEBS published their advice to the Commission in October 2008 and concluded with
recommendations, in particular concerning the future scope of exemptions, which exist in MiFID, and the
prudential treatment of specialist commodity derivatives firms. In relation to MiFID, CESR and CEBS saw a
case for revising the exemptions in Article 2(1)(i) and (k) of MiFID by providing a very narrow exemption for
the incidental provision of investment services related to commodity derivatives and an exemption for
primarily non-financial firms which trade on own account with sophisticated clients. Furthermore, CESR
and CEBS recommended that the Commission should consider whether an additional article could be
included into MiFID which would clarify that firms covered by the exemptions relating to commodity
derivatives in Article 2 shall not be prevented from being authorised as investment firms.

Other objectives served
Market efficiency
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1 – CESR-CEBS' call for evidence on the review of commodities business (Ref. CESR/08-350)
2 – Consultation on CESR-CEBS' review of commodities business (Ref. CESR/08-370)
1

2

2 Banking

1 Banking

1 Investment services

2 Regulated markets, exchanges and trading systems

2 Others

14 Others

NEXT STEPS
Both Committees stand ready to provide further assistance, should that be needed in the
next stages of the process.

3L3 work on conglomerates
Other objectives served
Market efficiency

The work on financial conglomerates is led by CEBS and CEIOPS, with CESR participating as an observer. Most
of the work of the Interim Working Committee on Financial Conglomerats (IWCFC – renamed JCFC in 2009)
during 2008 was related to the measures following the financial crisis and three calls for advice received from the
Commission and the EFCC, the European Financial Conglomerates Committee. In 2008, the following issued
were dealt with:
, In February 2008, the group published a technical advice on the equivalence of the supervision of
financial conglomerates in Switzerland and the United States;
, In April 2008, a final and third piece of advice was published to the Commission regarding the eligibility
of own funds. According to the comparison of the sector rules two types of differences were identified,
i.e. differences related to the nature of the business of each sector (treatment of unrealised gains and
revaluation reserves, sector specific capital components such as profit reserves for life insurers) and
differences unrelated to any business specificities and thus prone to regulatory arbitrage (i.e. calculation
method at group level, intra-sector deductions, reference points for deductions, definition/ application
of prudential filters);
, In June 2008 and in the context of increased convergence, the IWCFC issued Practical Guidance for
supervisors in relation to the supervision of risk concentrations and intra-group transactions.
, In September 2008, the IWCFC submitted its annual report on macro-prudential developments to the
financial stability table on financial conditions and financial stability in European financial conglomerates.
It was followed by a survey amongst supervisors on how liquidity arrangements between the banking and
insurance parts of financial conglomerates work in practice;
, On early October 2008, the IWCFC updated its list of financial conglomerates including identification of
the co-ordinator and relevant competent authorities for each financial conglomerate on the list;
, In April 2008, the IWCFC received a call for advice on the review of the Financial Conglomerates Directive
(FCD). The Commission asked the IWCFC to also come forward with a range of possible solutions to the
issues it has identified in its work to date in the three requested areas (language, scope and internal control
mechanisms); and
, Currently, the IWCFC is undertaking a stock-take on the existing national implementation practices of
the FCD in the context of its review.
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NEXT STEPS
The JCFC is conducting an impact analysis exercise by developing and incorporating
suggested solutions into a paper that will be released for consultation by the end of May
2009. In January 2009, CEBS, CEIOPS and the JCFC will jointly published ten principles
regarding the functioning of colleges of supervisors, which are based on their existing work
and supervisory experience. Throughout 2009, the JCFC will conduct further work on the
assessment of the crisis and its consequences for the regulation and the supervision of
financial conglomerates.

Common Supervisory Culture
3L3 training
Training staff of EU regulatory authorities on a cross-sector basis is crucial in achieving a common European
supervisory culture. Following the two pilot training courses that were held in the last half of 2007, six additional
3L3 courses were organised in 2008 by members of the supervisory Committees, or the Committees
themselves, covering areas such as the supervision of financial conglomerates, credit risk transfer, reputational
risk, anti-money laundering, operational risk and risk models. All in all, 280 people participated in these
courses.
A strong emphasis was placed on ensuring these seminars were as interactive as possible, and that the
learning opportunity enabled new information to be applied to real supervisory situations. The 3L3
Committees also continued to organise evening events, especially during two days seminars in order to give
the supervisors the possibility of networking with colleagues coming from other EU supervisory
authorities.
Based on the positive feedback received from our members and in line with the Lamfalussy process that
argues for a common supervisory culture in the European Union, the 3L3 Committees decided to dedicate
even more resources to the training activity. The target is to increase the quantitative and qualitative level
of the courses offered to fellow supervisors and to continue creating the required link between the 3L3
products and the day-to-day training of our members’ staff, allowing for swifter implementation of the 3L3
products in the day-to-day supervision of European institutions.

NEXT STEPS
The Committees agree that only combined efforts could make the committed 2009 training
programme feasible, especially since the target for this year has been doubled to twelve
cross sectoral courses covering areas as corporate governance, risk management,
securitisation, quantitative approaches to risk, conduct of business, supervisory
interactions with firms, negotiating skills for European supervisors, assessment of IT
systems and applications in financial institutions, reputational risk, IFRS and accounting
and impact assessment. To this end, the 3L3 Committees have applied for EU co-funding
and have intensified their efforts so as to deliver the required results both on a sectoral and
cross sectoral basis. Also, in 2009 courses will be open to participants from third countries.
This will further support the process of regulatory and supervisory convergence at the
global level.

Other objectives served
Market efficiency
Market integrity
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3.4
Investor
protection
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3.4 Investor Protection
MiFID Level 3 expert group
The impact of the default of Lehman Brothers
The default of Lehman Brothers accentuated structural problems in the markets and deepened the loss of
market confidence. Its effects were not however limited to market infrastructure and the wholesale
markets. It also affected retail investors who had acquired retail structured products written by Lehman
Brothers, or that incorporated a Lehman Brothers bond repackaged by another financial institution.

Other objectives served
Convergence

Responding to the Lehman Brothers default and subsequent events in 2008, CESR created a task force with
the purpose of producing a report on lessons learned. The aim of the report is to provide a coherent picture
of the regulatory challenges lying ahead, especially on issues of investor protection, the retail distribution of
structured products, and to identify further work to take forward in the 2009 CESR work streams.

NEXT STEPS
2009 will see the publication of an executive summary of the internal report, laying out the
principles that should guide future work and detailing the new work streams to be carried
out by CESR. The future work streams will be linked with the convergent implementation
of EU Directives and with the development of relevant policies for cross-border firms,
which require a sound international framework and heightened level of co-operation
between national supervisors.

A consumer’s guide to MiFID
Improving the understanding of MiFID amongst consumers helps to protect investors and increases their
ability to make sound decisions in choosing financial products. Education serves to enhance consumers’
financial capability. In March 2008, CESR published a guide for retail investors focusing on the key
provisions of MiFID. The purpose of the guide is to explain, in clear and straightforward language, the new
protections for retail consumers when provided with financial services.
This is the first time CESR has developed a guide for consumers, and it reflects CESR’s strong commitment
to increase confidence amongst retail investors. This is in line with one of the main purposes of MiFID: to
harmonise investor protection throughout Europe and increase consumers’ confidence, that the products
they are being sold, are actually appropriate for their needs. The list of languages into which the guide has
been translated includes German, Icelandic, Lithuanian, English, Maltese, Finnish, Hungarian, Spanish,
French and Dutch.

NEXT STEPS
The guide will continue to be translated into further languages by CESR Members, the
national securities regulators.

Other objectives served
Market integrity
Market transparency
Market efficiency
Transparency of implementation
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Investment management expert group
The financial crisis’ impact on EU fund industry and related CESR work
Other objectives served
Convergence

In an environment of financial markets, where cross-border business is significantly increasing, it is
important that regulators are able to react quickly to serious market events in order to be able to assess their
impact, as well as to strengthen co-operation and convergence of measures taken. As European investment
funds, UCITS in particular, are important actors from the perspective of investor protection, it was essential
to enhance the co-operation within CESR in order to cope with the recent market crisis.
Market events
Since the end of 2007, the global financial markets have been subject to significant turbulence. Since the fall
in US real estate prices, that froze mortgage- and asset-backed securities markets leading to subsequent
collapses of some major US financial institutions, the markets have been under strong pressure and subject
to severe liquidity problems.
This has in turn impacted funds, including UCITS, as they are largely invested in debt instruments and have,
at the same time, the obligation to provide liquidity to their investors. In order to cope with this situation,
UCITS often had to take exceptional measures, including suspension of redemptions. In particular, funds
labeled ‘money market funds’ were not always able to face the increasing amount of redemption requests
resulting from the liquidity crunch, as they were themselves holding assets, which proved to be less liquid,
than expected.
As cross-border marketing of UCITS has increased over the past few years, CESR has intensified cooperation between its Members in order to allow them to identify and address cross-border issues,
exchange views and experiences on the measures taken at national level, and discuss possible actions at EU
level. Such enhanced co-operation mechanisms were put in place in order to assess the impact of the above
mentioned major successive market phenomena on the European fund industry: the collapse of the assetbacked securities market and the liquidity crisis.
In addition, to facilitate supervisory work at national level, in 2008 CESR mapped existing rules on
suspension of redemptions and possible measures of CESR Members to address liquidity problems at
national level.
The Madoff case
In early December 2008, the alleged fraud of Bernard Madoff was unveiled in the US. It was quickly revealed,
that funds of Bernard Madoff Investment Securities LLC had also been marketed throughout Europe,
through European funds.
In December 2008, CESR set up a co-operation framework for CESR Members in order to map the impact
of the Madoff collapse on the European fund industry, which allowed CESR Members to identify crossborder issues, in particular on impacted funds of funds, and to take timely actions. At the same time, this
was an opportunity to clarify with Members certain issues within the UCITS framework, in particular in
relation to the role of depositaries.

NEXT STEPS
With respect to money market funds, CESR will in 2009 further investigate the need for
additional or amended regulation. Regarding the Madoff fraud, it appeared that some
UCITS depositaries had delegated the safekeeping of the UCITS’ assets to the US Madoff
entity. In that respect, the question arose regarding whether and to what extent the
depositary should be liable for the failure of the sub-custodian. CESR has started mapping
existing rules at national level and will assess the need for clarification in this area.
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CESR to improve information to retail investors for UCITS products
Investor protection is a key objective of CESR. The information asymmetries that exist in relation to some
products and markets, can create risks to investors. Sound disclosures can play an important role in
addressing these risks and help to ensure that investors make well-informed investment decisions. With
this objective in mind, in April 2007, CESR began working on developing an improved disclosure document
for UCITS funds directly aimed at investors.
In February 2008, CESR published its advice to the Commission on the content and form of a Key
Information Document (KID) disclosure for UCITS (Ref. CESR/08-087). The new disclosure document is
intended to simplify and highlight the crucial elements that a retail investor should consider when investing
in UCITS.
KID to replace simplified prospectus
The work on the KID, the ultimate purpose of which is to replace the Simplified Prospectus, was launched
at the request of the Commission in April 2007 as part of its wider work to revise the UCITS Directive. The
final proposals will take into account the results of a consumer testing exercise that the Commission has
been carrying out since March 2008.
CESR’s proposal was subject to significant consultation with market participants and EU retail consumer
associations; the results of this are presented in a feedback statement (Ref. CESR/08-035) published in
February 2008. In addition, a preliminary impact assessment was undertaken and included in the advice.
This marked the first application of CESR’s IA guidelines adopted for testing by the 3L3 Committees in 2007
(Ref. CESR/07-089). A full assessment of the costs and benefits of the policy options will be included in the
consultation on the final advice to the Commission later in 2009.
CESR has considered the factors that are likely to make disclosures of product information useful to retail
investors and, in particular, the need for such information to be short, focused, expressed in plain language
and presented in a way that enables comparisons to be easily made between different offerings.
CESR’s recommendations:
, A general recommendation is to rename the disclosure the ‘Key Information Document’, or ‘KID’.
This is in line with feedback to the consultation and reflects CESR’s preference for a single, standardised
disclosure document;
, Objectives and scope of the KID: CESR recommends that the KID should contain only the essential
elements for making and carrying out investment decisions, which excludes information serving only
legal or regulatory requirements;
, Format and general content: CESR is of the view that the KID should be a single document, covering
a maximum of two sides of A4. There should be a standardised list of permitted contents in fixed order
and hierarchy. Specific recommendations are made for funds of funds, umbrella funds and multiple share
classes;
, Risk-reward: CESR outlines two broad recommendations for the Commission’s testing phase: the
inclusion of a synthetic risk-reward indicator (SRRI) alongside an explanatory text; or improved narrative
disclosure. Consultation responses were mixed in this area; there was support from retail investors’
representatives for the concept of an SRRI, while the majority of industry representatives expressed a
preference for a narrative approach. CESR noted the need for further technical work on development of
a methodology underlying the SRRI. With a view to improving the narrative disclosure, CESR
recommends a set of general principles designed to increase the focus on material issues;
, Past performance: CESR’s recommendations for presentation of past performance information
include that the information be presented using bar charts; percentages be used rather than cash figures;
and that average yearly performance be shown rather than cumulative. CESR further recommends that
the performance of the benchmark should be shown if the fund is managed against one; and that
simulated performance be allowed only in specific cases; and
, Charges: CESR recommends two options for the Commission’s consumer testing exercise, the first an
improved version of the existing Simplified Prospectus disclosure, the second supplementing this
information with a single ‘summary’ figure.

Other objectives served
Advice and reporting
to EU institutions
Convergence
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Further technical work
CESR identified a number of areas covered by the recommendations on which further technical work was
required; in particular, aspects of risk and reward disclosure, past performance information and charges.
Risk reward
On risk and reward, CESR’s work has focused on developing a methodology to support a synthetic risk and
reward indicator. Key points for discussion have included the data that should be used as the basis for the
calculation; the length of the time series for the data used; and whether the methodology should be
developed in such a way as to promote stability of the categorisation.
Past performance
The discussions on past performance have focused on two categories of disclosure: i) disclosures for funds
that have actual past performance data; and ii) disclosures for structured funds, for which by definition no
meaningful past performance information can be displayed. For the first category, CESR has discussed a
number of different options designed to underpin the recommendations in the February 2008 advice.
These include the calculation of the past performance data, treatment of situations in which there has been
a material change (such as a new investment strategy or a change of manager), the handling of benchmarks
and the circumstances in which a track record extension may be used.
As noted above, traditional past performance information is not appropriate for certain types of fund, such
as structured funds. In these cases, ‘performance scenarios’ may be a more meaningful form of disclosure.
The February 2008 advice recommended three approaches for the testing exercise: scenarios, back-testing
and probability tables. The further technical work has considered the merits and drawbacks of these
approaches and methodologies that underpin them.
Charges
The final area covered by the technical work is charges. CESR has considered several issues related to the
overall presentation of the disclosures, in particular the so-called ‘illustration of charges’ approach which
uses cash figures instead of percentages. Further work has also been carried out with a view to harmonising
calculation of the ongoing charges disclosure, which would replace the Total Expense Ratio. Other issues
covered include performance fees, portfolio transaction costs and the handling of charges information for
new funds or where there has been a material change in the charging structure.

NEXT STEPS
CESR will launch a consultation in March 2009 on the technical issues arising from its initial
advice to the Commission. In parallel, CESR will work with the Commission on the final
stages of the consumer testing exercise. Taking into account the outcome of the technical
consultation and the results of the testing, CESR will prepare its proposals on the full
package of KID advice for consultation in summer 2009. This will allow CESR to submit its
final advice by the deadline of end-October 2009.
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3.5 Technical advice and reporting to EU institutions,
implementation of EU roadmaps
CESR’s inter-institutional work: the Lamfalussy review
Other objectives served
Convergence

Based on the review of the Lamfalussy process that has been initiated in 2007, the ECOFIN Council in
December 2007 issued its conclusion on the Lamfalussy process. Following this review, the Commission
issued a non-paper on the Lamfalussy process and the role of the 3L3 Committees to the April 2008 EFC
meeting. The 3L3 Committees jointly responded to the Commission non-paper in a common letter, issued
in 25 March 2008, in particular stressing:
, The need to strengthen the role of the 3L3 Committees;
, The high expectations from stakeholders on the results of the 3L3 Committees needs to be reflected in
the abilities of the Committees to deliver;
, That the 3L3 Committees welcomed a revision of the Commission mandates setting up the Committees;
, A recognition of the 3L3 Committees role in Community legislation;
, An assignment to the 3L3 Committees of financial stability tasks; and
, A new Commission decision with explicit emphasis on cross-sector co-ordination.

NEXT STEPS
CESR awaits with great interest the expected result from the Commission’s High-level
Expert Group on the future architecture of the European Supervisory landscapes, the so
called de Larosière group. CESR expects the report will lead to intensive work in 2009.

New Commission decisions setting up the 3L3 Committees

Objectives served
Convergence

In May 2008, the Commission launched a consultation on a new Commission decision establishing the 3L3
Committees, covering the 3L3 Committees’ mediation mechanisms, delegation of tasks and development
of a common supervisory culture amongst other issues. The 3L3 Committees contributed with a common
response. In the 3L3 Committees’ view:
, Mediation is potentially beneficial, but it should be performed by a ‘gatekeeper’ rather than by the
Committees as such;
, The delegation of tasks is a possibility to enforce the positive effects of co-operation and mutual trust
among supervisors; and
, The development of a common supervisory culture is an important element, and the need for EU funds
for common supervisory training programmes would be important;
On 31 October 2008, the 3L3 Committees also contributed with a common 3L3 response to the advanced
draft of the Commission decisions presented in autumn 2008.

CESR’s institutional work
In 2008, CESR’s legal work was linked to the activities of the Post-ECOFIN task force, based both on the
ECOFIN conclusions of 4 December 2007 and on CESR’s contribution to the evaluation of the Lamfalussy
procedure, initiated by the Commission. In order to contribute to the review of Lamfalussy process and to
the Post-ECOFIN task force, CESR introduced changes to its Charter, worked on legal issues for introducing
an EU mandate for CESR Members and on the delegation of tasks to foster convergence across Member
States.
Amendments to the CESR Charter
In September 2008, CESR changed its Charter mainly by introducing qualified majority voting (QMV),
which replaced the previously applicable consensus voting rule. QMV will facilitate the working procedures
of CESR by facilitating the adoption of common decisions and will therefore contribute to supervisory and
regulatory convergence across Europe. Moreover, this work stream constitutes a response to the relevant
request by the ECOFIN Council and the Lamfalussy review to strengthen the 3L3 Committees.
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CESR introduces qualified majority voting
CESR Members approved the changes to the CESR Charter in September 2008, introducing QMV in the
following way:
, The general rule being that all decisions by CESR (i.e. L2, L3 and internal decisions) are taken by
consensus. However, if consensus cannot be reached, decisions are taken by QMV. The definition of a
qualified majority vote is set out in accordance to the then applicable rules of the European Treaty;
, The exceptions to the above general rule are: a) amendments to the CESR Charter need to be decided by
consensus; and b) the elections of the Chair and the Vice-Chair of CESR need to be decided by absolute
majority;
, With regard to the L3 decisions, CESR’s new Charter provides for a procedure according to which, the lack
of consensus should be established at the earliest possible stage at the level of the technical group, and
specific effort should be made at the level of the plenary in order to find a solution and reach consensus
failing which, any dissenting opinion will be included in the document to be approved by Chairs;
, All CESR Members are expected to apply decisions of CESR, except for specific cases described in the
new Charter. CESR will apply peer pressure on those Members not applying the decisions, e.g. in the form
of selective reviews being made public and reported to the EU institutions.
Amendments based on the ECOFIN conclusions and the Lamfalussy review
, The general reference to the voluntary delegation of tasks and to colleges of supervisors on the basis of
framework agreements or templates;
, The reference to the cross-sector co-operation;
, The task of CESR in relation to financial stability;
, The reference to the ‘external’ relations of CESR and to mutual recognition;
, In terms of accountability, the obligation of CESR to transmit its work program to the European
Parliament, the Council and the Commission; and
, The possibility for CESR to receive external contributions or financing notably by the EU institutions.

NEXT STEPS
The new Commission Decision is expected to be formally approved and published in
early 2009.

CESR explores introduction of EU mandate into Members’ mission statements
Following CESR’s contribution to the Lamfalussy evaluation(12) and to the ECOFIN conclusions, according
to which, the ECOFIN underlined the importance of including in the mandates of national supervisors a task
to co-operate within the EU and to work towards European supervisory convergence, at the same time,
taking into account the financial stability concerns in all Member States. The ECOFIN Council invited the
FSC and EFC to examine this issue with a view to report to the informal ECOFIN in April 2008. In January
2008, the FSC asked CESR, CEBS and CEIOPS to investigate whether and how supervisory co-operation
and convergence within the EU are currently incorporated into the mandates of the national authorities as
this could address the following cases:
, Financing EU projects that are only marginally beneficial to national interests with national funding;
, Allocation of human and financial resources in international activities;
, Application of L3 measures in case these measures are additional or non-consistent with national rules;
, Trans-national crimes or infractions with impact in more than one member state. In those cases, a
national competent authority may need to act although the impact on its market is not that important;
and
, Political message in the sense that the inclusion of such a mandate will give a political message in the
national constituencies in favor of the EU activity.

(12) Source: CESR, A proposed evolution of EU securities’ supervision beyond 2007, (Ref. CESR/07-783), November 2007.

Objectives served
Convergence
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As the FSC asked for contribution by all 3L3 Committees, the Committees decided to issue a joint 3L3 query
on EU national authorities’ mandates, which was circulated in January 2008. The 3L3 Committees have
received answers representing 27 Member States of the EU and the EEA. The responses showed that the
mission statement of a number of authorities already include some reference to supervisory co-operation.
However, in some other cases reference to supervisory co-operation is made in other national and
regulatory texts and not in the legal statement itself. The mission statement of only a few authorities
includes some reference to supervisory convergence.
CESR called an ad hoc meeting of legal experts of its Members to examine the different aspects of this issue.
The work conducted, resulted in CESR‘s contribution to the FSC (Ref. CESR/08-210). In this document, the
EU mandate has essentially been presented as dealing with contradictions between the national mandates
of supervisors and the need for more far-reaching EU co-operation in the fields of:
, Financial matters (EU projects financed by contributions of national supervisors);
, Sanctions; and
, Liability cases.
On the possible legal basis, it was stated that a European co-decision directive seems indispensable.
Furthermore, CESR made concrete drafting proposals on the text to be included in the mission statements
of the national supervisors.

NEXT STEPS
CESR considers that the introduction of the EU mandate in the mission statements of the
national supervisors will facilitate the co-operation between CESR Members and
convergence at the EU level. CESR, together with CEBS and CEIOPS, will continue to
address this issue vis-à-vis the EU institutions.

The supervisory convergence report to the FSC
Objectives served
Convergence

For the third year, in 2008 CESR contributed to the work of the FSC on progress towards greater
supervisory convergence. In 2008, CESR, CEBS and CEIOPS provided their findings on supervisory
convergence in a common report following a request by EU Ministers, included in December 2007’s
ECOFIN conclusions. The report is divided into four parts, covering the progress made with regard to
supervisory convergence in the respective sectors and in a common cross-sector part. The 3L3 section
highlighted the progress made in a number of 3L3 areas, such as conglomerates, anti-money laundering,
cross-border consolidation and regarding supervisory culture with the establishment of a common
framework for staff exchanges.
3L3 convergence
The 3L3 Committees also identified a number of obstacles to achieving convergence across the three
financial sectors, summarised as being legal obstacles, budgetary limits and increasing demand on the
Committees’ limited resources:
, The legal constraints to 3L3 convergence are in some cases the result of an insufficient level of crosssector alignment of sector Directives. Where this is the case, the convergence that can be achieved at
Level 3 is limited. Examples of this are in the area of internal governance, where there is a difference
between the CRD Level 1 provisions, which are more general in nature, resulting in CEBS developing Level
3 guidelines, and the detailed, binding MiFID legislation in the form of Level 2 measures;
, Budgetary constraints exist for the development of a 3L3 training platform, as a tool for supervisory
convergence. The Committees’ proposals are relying on adequate financing through EU funding. The
figures mentioned by the Commission in preliminary discussions are lower than needed to make
adequate progress;
, There has been an increase in the demand on the Committees’ limited resources. This last year has seen
the addition of a new driver to the Level 3 Committees work, namely the market turmoil, which due to its
potential implications, needs to be addressed through the application of a flexible approach to the
Committees’ work programmes. This needs to be taken into consideration when mandating the
Committees to undertake additional streams of work; and
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, The 3L3 Committees have been requested by the Commission to deliver advice within very tight timelines.
Even if there is a great willingness to contribute to better convergence and co-operation, it has to be
emphasised, that if short deadlines continue to be set, there is a risk that the Committees may not be able to
continue to deliver high quality and to respect its own policy making procedures, for example particularly
impact assessments.
CESR’s work on sector convergence
In addition to the efforts on cross-sector convergence, CESR made the following efforts in achieving
supervisory convergence in its sector, while, at the same time, noting that obstacles that CESR has
highlighted in the last three reports are still valid.
CESR’s work on achieving supervisory convergence during 2008 focused on:
, The introduction of operational task forces for UCITS and MiFID respectively;
, The continued use of Level 3 tools and the further development of more consistent Level 3 measures, such
as the databases used for enforcement issues related to accounting and market abuse cases. These
databases assist regulators in applying the provisions of MAD, and help CESR Members to keep records of
enforcement decisions made on accounting treatments as adopted by issuers following decisions by EU
national enforcers under IFRS, recording sanctions imposed by CESR Members. The necessary green light
by the French authorities needed, in order for CESR to proceed with this project, was given in early 2008;
, Supervisory convergence was also improved by the publication of guidance on the practical application
of MAD, the Prospectus Directive and MiFID; and
, To further strengthen CESR’s Review Panel, CESR revised its protocol and methodology for conducting
peer reviews and mapping exercises.
However, CESR still noted some obstacles to convergence in its report revealing a lack of:
, Adequate EU financing or legal arrangements to carry out necessary IT projects to achieve convergence;
, Adequate Directive provisions in relation to delegation;
, Timely or correct transposition of Directives; and
, Convergence of supervisory and sanctioning powers.
In that respect, CESR also noticed potential further obstacles to supervisory convergence that have become
apparent during the course of 2008. Firstly, the increasing work load triggered by market conditions and
political expectations on CESR. While it is legitimate at both a political and CESR Member’s level to expect
CESR to come up with possible technical solutions to issues related to securities regulation, raised by the
current market conditions, CESR, however, pointed out, that the strain on CESR’s limited financial and staff
resources had become even more apparent during the course of 2008, which makes it even more
challenging to act as quickly and efficiently as desired. Another issue that was noted, was the problem of
non-enforceability of the non-binding Level 3 measures.
Other reports to the FSC in 2008
In 2008, CESR contributed substantially to all of the activities of the FSC and also participated in all of its
2008 meetings. The FSC met on five occasions, reaching from February to November. The 2008 agenda of
the FSC was heavily influenced by the crisis in the financial markets. The February FSC meeting dealt with
the market conditions and the two main issues of deposit-guarantee schemes and non-organised debt
markets. Secondly, the meeting was devoted to the so-called Lamfalussy roadmap issues.
The March 2008 FSC meeting dealt with the Lamfalussy roadmap with regard to the national mandates.
CESR contributed a paper regarding the EU mandates of CESR Members’ mission statements. There was a
discussion on the draft work programmes of the 3L3 Committees, and the way forward with regard to the
CESR-ESCB standards was also discussed. Following up the October 2007 turmoil roadmap, there was also
a discussion on the cross-sector Memorandum of Understanding and its implementation.
The May 2008 FSC dealt firstly with clearing and settlement, with a view to agree on the ECOFIN
conclusions regarding the CESR-ESCB recommendations, the code of conduct and the Target 2 securities
project. Secondly, the implementation of the Lamfalussy roadmap with regard to qualified majority voting
was discussed. For the first time in 2008, there was also a final discussion on the work programmes of the
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3L3 Committees, following the new procedure of finalising the work programmes, as set out in the
Lamfalussy ECOFIN conclusions.
In July 2008, an informal FSC took place in Paris, which dealt with crisis prevention tools, deposit guarantee
schemes, implementation of the ECOFIN turmoil roadmap and the Lamfalussy roadmaps, on which the 3L3
Committees provided their input. CESR reported on its ongoing work in relation to valuation standards and
risk management and the work on CRAs. Furthermore, the items following the Lamfalussy ECOFIN
roadmap were covered, and, in particular, updates on the work regarding supervisory powers being
conducted by the Review Panels of the 3L3 Committees. The 3L3 Committees also made a presentation of
the common 3L3 supervisory convergence report for 2008.
The September 2008 FSC meeting dealt with both the outcome and follow-up work from the informal
ECOFIN held in September 2008. CESR presented the first outcome of its survey regarding short-selling as
requested by the EFC and the FSC. The meeting was also spent exchanging information on Member States’
activities following the default of Lehman Brothers.
At the November 2008 FSC meeting, CESR contributed to discussions on the market conditions and on
clearing and settlement, where CESR and ESCB are developing guidelines to include OTC derivatives in
central counterparty clearing operations. Other important issues being discussed were the 2009 work
programmes of CESR and the other 3L3 Committees. As for CESR, seven key priorities are mentioned
within the 3L3 work programme for:
, Impact of the market crisis on investment funds activities;
, Short-selling;
, Regular monitoring of the orderly functioning of post-trading infrastructures;
, The set-up and report of a Lehman’s task force;
, CRA, where an important role for CESR is expected;
, Investment management and the awaited regulatory initiatives on UCITS IV; and
, 3L3 and CESR training.

NEXT STEPS
CESR will contribute to all, approximately ten, FSC meetings in 2009.

CESR’s 2008 contribution to the EFC
CESR participated in six meetings of the EFC in 2008, compared to previous participations just in the EFC/
FST meeting, which takes place twice a year. The February EFC was held in the Financial Stability Table
format. CESR contributed to the meeting with a report on the assessment of the situation and the risks in
the market in the second half of 2007 and January of 2008, providing an updated economic risk assessment
report for the April 2008 EFC.
At the April 2008 meeting, a new EU supervisory framework in preparation to the April meeting of the
ECOFIN Council was discussed. The 3L3 Committees commonly intervened by accenting that a strong
reinforcement of the Committees would be necessarily based on four elements:
, A revision of the mandates of the 3L3 Committees to work towards supervisory convergence;
, The explicit recognition of the 3L3 Committees in EU Community legislation;
, The assignment of tasks related to financial stability; and
, A strong emphasis on cross-sector co-ordination.
In the early September 2008 EFC, CESR contributed with its an assessment on the situation and risks in the
securities markets during the first half in 2008, showing clear difficulties in all sectors of equities, bonds
credit derivatives and the private equity markets and asset managers. Apart from financial stability as such,
the meeting dealt with the implementation of the roadmaps on financial turmoil and supervision. The 3L3
Committees also contributed to that meeting with their annual written report regarding off-shore centers.
CESR Members have problems in supervisory co-operation in relation to certain jurisdictions. Some of the
issues encountered relate to the structure of the legal system which provides for the possibility to challenge
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in court, the decision to disclose information on beneficial ownership to a foreign authority, with the result
that the exchange of information is significantly delayed (if not completely prevented). CESR also presented
recent examples from Members that still encounter difficulties in receiving the identity of the beneficial
owner of a financial instrument in relation to one certain jurisdiction. There were also cases where banking
secrecy laws were preventing information being given to the requesting authority, and a few examples of a
general unwillingness to co-operate, or enter into Memoranda of Understanding.
A second EFC meeting was held in late September 2008, at a point in time, where the market developments
had become particularly difficult. CESR’s input to this meeting concerned the situation after the Lehman
Brothers’ default on 15 September 2008. At the same time, CESR also had begun in co-ordinating CESR
Members’ actions towards short-selling.
The November 2008 EFC concerned crisis management tools and Member States’ measures provided to
stabilise markets. There were also conclusions on clearing and settlement, giving support to the CESR-ESCB
recommendations. CESR reported on its activities with regard to short-selling, the Madoff collapse, money
market funds and non-equity transparency, highlighting the work it is undertaking on all of these issues. CESR
also reported on the work undertaken by CESR with regard to fair value accounting and risk management
principles for UCITS.

NEXT STEPS
For 2009 the number of EFC meeting with involvement of CESR are expected to increase.

CESR contribution to ECON
During the course of 2008, CESR has had several contacts with ECON, the Economic and Monetary
Committee of the European Parliament (ECON). CESR meets with ECON at least bi-annualy for an
exchange of views on current issues. In 2008, however, CESR visited ECON on five occasions: on 30 January
2008, CESR and ECON met to discuss the Lamfalussy review, following the outcome of that process in
December 2007, on 8 April 2008 to deal with private equity and on 3 June 2008, CESR also participated in
an exchange of views on the future structure of financial supervision in Europe, where the discussion also
covered the report by the MEP’s Iecke van den Burg and Daniel Daianu. On the same day, the CESR Chair,
Eddy Wymeersch, also visited ECON, giving a speech emphasising the need to allocate more powers to
CESR and the 3L3 Committees respectively; he also spoke on the future supervisory structure in the EU and
on the CESR proposal for a legal act on CRAs.
On 15 September 2008, ECON arranged a work shop on UCITS in which CESR participated. On this
occasion, CESR presented its work in relation to the Key Investor Document, the simplified prospectus, and
the mandate on the management company passport that CESR worked on and subsequently delivered its
advice on 31 October 2008. In this context, CESR also consulted on issues such as: identification of nonharmonised rules and supervisory concerns that may arise in divisions between supervisors, the
relationship between the depositary and the management company, the framework for an effective
enforcement (contractual funds).
Carlos Tavares, CESR’s Vice-Chair also visited ECON in 2008, on 4 November, in order to discuss CRA and
the possible role CESR could have in this respect in a future EU regulation.
On 28 May 2008, CESR was visited by a delegation of ECON, led by its Chairwoman Pervenche Berès. The
meeting was part of an ongoing dialogue between CESR and ECON and gave CESR a chance to present its view
on a wide range of current topics. The discussions dealt with budgetary issues and the Lamfalussy review.

ECONET
ECONET’s economic trends and risks reports to EU institutions
During the course of 2008, the network of economists of CESR Members, ECONET, prepared three reports
on economic trends and risks to the European institutions.
In February 2008, ECONET produced a report (Ref. CESR/08-137) for the FSC assessing the situation and
the risks involved in the securities markets during the second half of 2007 and January 2008, highlighting,
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that uncertainties with respect to the impact of the subprime crisis may persist as, at that time, there was a
perception in the market that further losses might be disclosed, leading to further write-offs during 2008.
In its report, ECONET therefore stressed the importance that banks should disclose their full ‘off-balance
sheet’ exposures and strengthen their risk management processes also with respect to the methodology of
the valuation of illiquid structured products. The tighter credit environment and worsening global
economic outlook were likely to increase pressures on corporate earnings and could bring equities under
renewed pressure in 2008.
In March 2008, ECONET prepared its assessment on the financial turmoil to the Financial Stability Table of the
European Financial Committee (EFC-FST) by commenting on an updated report from the EFC(13). In line with the
EFC’s assessment, ECONET’s report also concluded that the overall risks of further deterioration and that of a
negative spiral in the financial markets had increased and that persisting tensions in the market were to be expected.
In September 2008, ECONET prepared a report (Ref. CESR/08-565) on the situation and risks in securities
markets during the first half of 2008 to the EFC-FST: the report highlighted that, despite the intense downward
pressure on equity prices, the high volatility encountered during the second half of 2008 and the sharp
reduction in IPO activity in Europe, trading in secondary equity markets remained high. The increased
popularity of credit derivatives resulted in an increase in the number of unconfirmed trades and other
settlement problems during the period under observation. Fund managers in private equity markets, at that
time, faced increased difficulties to meet their funding targets due to tougher credit conditions and due to the
general increase in risk aversion. Those difficulties were particularly evident in the buyout-oriented market
segment, since representing the bulk of the European industry. Consequently, many traditional asset managers
changed their business models and expanded their product offerings to ensure being viable throughout the
economic cycle. However, ECONET in its report found that falling equity markets coupled with investors' risk
aversion resulted in investors moving their assets to cash and money market, cautious managed (multi-asset)
and bond funds, which in turn resulted in a decline of assets under management.

Investment management expert group
CESR’s advice on the management company passport
Other objectives served
Market efficiency

In the process of preparing the new UCITS Directive, which aims at introducing new cross-border
possibilities for UCITS, the Commission identified a number of supervisory issues likely to arise from the
‘management company passport’ mechanism that was not covered in the original Commission proposal for
the UCITS Directive. The Commission asked CESR to propose a framework that would both allow actors to
save costs and maintain a high level of investor protection.
Content of CESR’s advice
The Commission requested assistance from CESR in July 2008 on supervisory issues which would arise in
the event that a UCITS was managed by a management company situated in another Member State. The
request followed publication of the Commission’s proposals for an improved EU framework for investment
funds, to be introduced via revisions to the UCITS Directive. The Commission’s request to CESR was
designed to facilitate the development of provisions, permitting the introduction of a management
company passport under conditions, that are consistent with a high level of investor protection. The
Commission stated that, following the receipt of CESR’s advice, it would aim to come forward with an
appropriate legislative proposal in time for its adoption during the current legislature.
CESR delivered its advice to the Commission in October 2008 (Ref. CESR/08-867). CESR’s advice covered
a number of key points:
, Definition of domicile: CESR set out detailed provisions designed to ensure clarity on the home
Member State of the management company, the UCITS and the depositary. This section of the advice
included the introduction of a new concept, that of the local point of contact, which should be put in
place for remotely managed contractual funds;
, Applicable law and supervisory responsibilities: CESR’s advice included detailed provisions on the
applicable law and allocation of responsibilities both in the case of free provision of services and services

(13) Source: EFC: Report on financial turmoil: recent developments, risks to financial stability and state of play on the October Roadmap.

CESR ANNUAL REPORT 2008

provided via a branch. This section also set out provisions designed to facilitate co-operation between
competent authorities, including mutual delegation of supervisory tasks and the possibility to establish colleges
of supervisors;
, Authorisation procedure for UCITS funds whose management company is established in
another Member State: The advice set out clearly the procedure to be followed when a UCITS is
authorised under the framework of the management company passport. This included provisions on the
conditions under which the competent authority of the UCITS home Member State should approve the
choice of the management company. In particular, it should be able to rely on an attestation, by the
competent authorities of the UCITS, regarding the type of UCITS that the management company can
manage;
, On-going supervision of the management of the fund: CESR’s advice set out detailed provisions
on the flow of information from the entities involved to the competent authorities, and among the
entities themselves. There were also provisions relating to the role of auditors in the context of the
passport; and
, Dealing with breaches of rules governing the management of the fund: The advice covered
circumstances in which a competent authority wishes to take enforcement action against an entity
established in a different Member State. There were also specific provisions designed to ensure fair
treatment of unit-holders in the case of an infringement.
The publication of CESR’s advice follows a call for evidence (Ref. CESR/08-572) issued earlier in 2008 and
a consultation (Ref. CESR/08-748) started in October 2008, both incorporating the views of market
participants.
1 – Call for evidence on the UCITS management company passport (Ref. CESR/08-572)
2 – Consultation on UCITS management company passport (Ref. CESR/08-748)
1

2

9 Banking

7 Banking

4 Investment services

3 Investment services

13 Insurance, pension and asset management

12 Insurance, pension and asset management

1 Government, regulatory and enforcement

2 Government, regulatory and enforcement

1 Legal and accountancy

1 Individuals

6 Others

1 Others

Final framework for the management company passport in the UCITS IV Directive
In the beginning of 2009, the European Parliament will adopt in plenary session the Directive containing
amendments to the UCITS Directive (85/611/EEC). This will follow the approval by the Council of an
identical compromise text at a COREPER meeting of 17 December 2008.
The provisions governing the management company passport took largely into account the advice provided by
CESR. In particular, the split of applicable rules and supervisory responsibilities between the UCITS competent
authority and the management company competent authority was largely retained as proposed by CESR.
Matters pertaining to the management company and its organisation would be subject to rules applying in the
Member State where the management company is located, under the supervision of the management
companies’ competent authority, whereas matters relating to the creation and the functioning of the UCITS
would be subject to the rules applying in the Member State, where the UCITS is located, under the supervision
of the UCITS’ competent authority.
Moreover, the framework recognised the need to supplement the level 1 Directive on the passport with level
2 implementing measures aimed at harmonising organisational requirements, risk management, conflicts
of interests and conduct of business.
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On the basis of the compromise text, the Commission is expected to request CESR’s assistance on the
content of the implementing measures to be taken pursuant to the revised Directive. As the Directive
imposes a strict deadline (1 July 2010) for adoption of certain level 2 measures, the Commission feels it is
important for CESR to start its work as soon as possible.

NEXT STEPS
The future work on the preparation of the advice for Level 2 measures, which will also cover
issues relating to new cross-border mechanisms, will be a key priority for CESR during 2009.
As soon as it gets the mandate, CESR will launch a call for evidence and take its outcome into
account, when preparing its proposals to the Commission. Stakeholders will naturally be
further consulted during the finalisation of the advice. The Council’s final approval on the
framework for the management company passport in the UCITS IV Directive is expected in
April/May.

MiFID Level 3 expert group
CESR-ERGEG’s advice on energy markets
Other objectives served
Market integrity
Market transparency
Market efficiency

In December 2007, the Commission gave CESR and the European Regulators’ Group for Energy and Gas
(ERGEG) a mandate to provide advice to the Commission in the context of the Third Energy Package. CESR
and ERGEG’s advice included an initial fact-finding excercise as well as advice on market abuse, recordkeeping, transparency and exchange of information.
CESR-ERGEG call for evidence on record keeping, transparency, supply contracts and derivatives for
electry and gas (Ref. CESR/08-140)

1 Government, regulatory and enforcement
3 Regulated markets, exchanges and trading systems
5 Others

Advice on market abuse
In October 2008, CESR and ERGEG published their final advice to the Commission on market abuse issues
related to energy trading. In their joint advice, CESR and ERGEG advocated to develop a tailor-made EU
market abuse framework in the energy sector legislation for all electricity and gas products not covered by
the MAD. To better prevent market abuse in energy trading, the regulators also called for legally binding
disclosure obligations in energy sector regulations including sanction mechanisms. The advice followed a
public consultation held from July to August 2008, receiving 36 responses from market participants. A
feedback statement on the consultation was also published (Ref. CESR/08-754).
CESR-ERGEG consultation on their joint advice in the context of the Third Energy Package (Ref. CESR/08-753)

3 Issuers
5 Regulated markets, exchanges and trading systems
19 Others

CESR and ERGEG noted in their advice that MAD applies almost exclusively to financial instruments
admitted to trading on regulated markets and therefore does not adequately address market integrity issues
in energy markets. The market abuse regulations establishing measures to prohibit insider trading and
market manipulation, as well as the disclosure obligations of MAD, do not currently apply to physical
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markets for electricity and gas, such as spot contracts. They only partly cover the derivates markets for
energy (i.e. products admitted to trading on regulated markets). CESR and ERGEG therefore advocated the
creation of an EU market abuse framework and legally binding disclosure obligations for electricity and gas
products not covered by MAD within the electricity and gas sector legislation.
Advice on record-keeping, transparency and exchange of information
CESR and ERGEG delivered in December 2008 their final advice to the Commission on record-keeping,
transparency and exchange of information (Ref. CESR/08-998). In relation to transparency, they
recommended that all EU trading platforms publish harmonised post-trade information, on a trade-bytrade basis and close to real-time for standardised electricity and gas supply contracts and derivatives
traded on or cleared through these platforms. This information would provide market participants with
timely and important price signals.
The Third Energy Package contains new obligations for supply undertakings (persons active in the sale or resale of
electricity or gas to wholesale or final customers) to keep records related to their transactions. To allow an effective
oversight of electricity and gas trading, CESR and ERGEG proposed that supply undertakings should be able, as a
minimum, to provide data derived from their records, upon request from a regulator, in an electronic format. On the
exchange of information between regulators, CESR and ERGEG recommended that this should be possible on a
case-by-case basis so as to ensure a proper oversight of the market. This would require a sound legal basis which
should be provided by European legislation. Although the Third Energy Package does not include any requirements
on transaction reporting, ERGEG and CESR noted that they see value in considering the pros and cons of such a
scheme at a later stage.
The advice was given following a public consultation held from October to November 2008 on which 27
responses were received. A feedback statement on the consultation will be published in the beginning of
2009.
Joint CESR-ERGEG consultation in the context of the Third Energy Package (Ref. CESR/08-509)

1 Investment services

1 Government, regulatory and enforcement

3 Issuers

8 Regulated markets, exchanges and trading systems

1 Investor relations

23 Others

NEXT STEPS
The results of the fruitful co-operation between CESR and ERGEG are now being utilised
by the Commission in its further work in the context of the Third Energy Package.

Post-trading expert group
Post-trading: Access and interoperability arrangements
Since MiFID was implemented in 2007, and the implementation of the Directive’s requirements for providing
access to clearing and settlement arrangements, a growing number of entities are offering services in the area of
trading and post-trading. As a result, there has been a greater focus on access to and interoperability between
these entities. The existence of the industry-led code of conduct for clearing and settlement also underlines the
importance of these themes. However, in practice, a high number of requests for access and interoperability
among infrastructure providers - stock exchanges, central counterparties and central securities depositories - have
existed for a long time, in some cases without a clear plan for taking them forward. In early 2008, CESR decided to
map the existing arrangements in all EU jurisdictions, in order to identify bottlenecks and to find ways forward. A
preliminary outcome was presented to the Commission in February 2008. In response to an official mandate from
the Commission in August 2008 to complete the exercise, CESR was in the process of completing the review by
the end of the year.

Other objectives served
Market efficiency
Market transparency
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Call for evidence on identification of regulatory arragements for post-trading infrastructures (Ref. CESR/08-643)

6 Banking
4 Investment services
3 Regulated markets, exchanges and trading systems
3 Others

NEXT STEPS
CESR will publish the second advice to the Commission in the beginning of 2009. The key
messages that regulators are likely to give with their advice is: firstly, a call for strong political
endorsement by the EU institutions, when the CESR–ESCB recommendations are adopted in
2009, as these recommendations may improve some of the issues at stake; and, secondly, the
need to strengthen co-operation for those jurisdictions where arrangements for access and
interoperability are under development. As a next step, the Commission will decide how to
follow up the advice. CESR stands ready to contribute further in this important area of work.

CESR’s market participants consultative panel
CESR’s market participants consultative panel (MPCP) is currently composed of 16 members, representing
executives from the highest corporate level of financial sector companies across Europe, and one US
member participating as an observer. Members have extensive experience in various segments of the
securities markets relevant for CESR. The tasks of the MPCP consist of the following four interlinked
activities: to assist CESR in the definition of priorities and work program, to provide comments on the ways
CESR is exercising its role, to alert CESR on regulatory inconsistencies in the European Single Financial
Market and to inform CESR on major developments in financial markets. By publishing statements on the
outcome of the MPCP’s meetings, the MPCP follows CESR’s approach of transparency.
In 2008, CESR’s market participants consultative panel (MPCP) that consists of senior industry
representatives, put three issues on top of its agenda:
, The market crisis in general;
, Credit Rating Agencies; and
, The regulatory developments in trading and post-trading.
All three meetings of the MPCP in 2008 recurrently focused on the market crisis. When the crisis deepened
in the course of 2008, the MPCP intensified discussions and broadened the scope of attention given to the
events that occurred. The panel especially focused on the link between monetary policy and the crisis’
impact on financial markets, the initial rescue operations on a firm-by-firm basis and the role of CRAs.
Other issues that emerged in the discussions of the MPCP were the number of items kept off-balance and
therefore outside the supervisory scope of attention and the need to revise the supervisory structure in the
US – based on the so-called ‘Blueprint’ published by the US Treasury earlier that year.
One issue being discussed in depth by the MPCP in early 2008 was the role of CRAs. Members of the panel
concluded at that stage, that regulation was not necessary and that self-regulation was the future way
forward. Nevertheless, members of the MPCP understood the dissatisfaction in the market with the current
practices applied by the agencies but, according to these views, members stressed this did not equal market
failure. The MPCP also underlined that the limitations of a rating were not very well understood by the
audience at large and therefore should be better communicated by the agencies.
The third important issue discussed by the MPCP in 2008 was the developments in trading and post-trading
in Europe. As MiFID’s implementation enabled the creation of new MTFs, the code of conduct for clearing
and settlement led to numerous requests for access and interoperability among providers of those kinds of
infrastructures. Both of these regulatory outcomes, although different in nature, were characterised as
facilitators for the present developments in post trading. The discussion on this matter focused on the need
for CESR to pay more attention to consolidation among central counterparties and the expectation that the
push for improving safety and soundness in the area of post-trading will most likely come from the Target2-for-Securities project, when it becomes operational.
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The ECOFIN Council conclusions of December 2007 invited CESR to transmit to the Commission, the
European Parliament and the Council its work programme, and requested CESR to start reporting annually
on progress achieved. In line with these conclusions, the content of the CESR work programme dealing with
2009 deliverables has been submitted jointly with the other 3L3 Committees in November 2008. In April
2009, the three institutions have submitted their views on CESR’s work programme for 2009 and the joint
3L3 one for 2009.

4.1 CESR’s Work Programme 2009
CESR’s 2009 work programme is composed of two parts:
, Part A focuses on the new key projects that are likely to affect the activity of the Committee over the
current year;
, Part B reflects the areas of work for various expert groups and is split into those areas of work that had to
be completed by the end of 2008, and those areas of work that are expected to be completed during the
course of 2009.

4.1.1 Key new priorities for 2009
New work arising as a result of the current market crisis
A.1 Investment management
, Mapping exercise on the impact of the market crisis on the investment funds industry.
A.2 CESR-Pol
, Report on effectiveness of immediate actions, for example the short-selling bans.
, Comparison of different national legislation and identify loopholes, aiming at convergence.
A.3 Clearing and settlement
, Extended monitoring of the orderly functioning of post-trading infrastructures to ensure the
smooth finalisation of transactions, in particular in periods of instability.
, Work with the ESCB to adapt the draft ESCB-CESR Recommendations for CCPs to take account of
CDS specific issues.
A.4 Task force on Lehman Brothers
, Report to the CESR plenary by the task force on Lehman Brothers default.
Other new areas of work
A.5 Credit rating agencies
, Implementation of the Commission’s Regulation on CRAs.
A.6 Investment management
, UCITS IV
A.7 Common supervisory culture
, 9 courses of CESR training (and development of a web site).
, 12 courses of 3L3 training
A.8 A new architecture for financial regulation – de Larosière report
, Possible implementing of the new EU architecture for financial regulation.
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4.1.2 On-going work in 2009
B.1. PROSPECTUS
Work completed by end of 2008
, Guidance on Level 3 work on employees share schemes.
Work to be done during the course of 2009
, On-going update of Q&A in the CESR´s web site.
, Collaboration with the Commission in its review of Directive and its implementing measures.
, Collection from CESR Members of statistical data on prospectuses approved and passports
(quarterly disclosure).
, Common positions in the extranet: database of common (or not common) positions.
, CESR assessment of the equivalence of the US, Japanese and Israeli regimes on prospectuses.
, Exchange of information about decisions on equivalence adopted by CESR Members.
, Interaction with CESR-Fin on equivalence of third countries GAAP.
, Possible Level 3 work on complex financial histories.
, Interaction with CESR-Fin sub-group on financial information in prospectuses.
, Follow up of IAASB project group on an auditing standard in the area of prospectus.
, Delegation of powers: analysis of the legal regime applicable.
, Possible Level 2 measures on documentation for take-over bids and link with the Prospectus
Directive
B.2. CESR-Fin
Work completed by end of 2008
, Fair value of instruments in illiquid markets.
, Preparation of advice to the Commission on equivalence and transitional arrangements for
individual countries (US, Japan, India, China, Canada and South Korea).
Work to be done during the course of 2009
, XBRL: Analysis of the mapping conducted by CESR’s transparency group.
, Ongoing discussion of enforcement decisions through the EECS and regular publication of extracts
at the CESR website.
, Mapping of the application of fair value IFRS requirements regarding IAS 39 financial instruments.
, Equivalence: preparation of advice on equivalence/ convergence for individual countries (Mexico,
Taiwan, Argentina, Brazil).
, On-going dialogue with the SEC to implement the CESR/SEC work programme on IFRS.
, Monitoring of IFRS development and endorsement.
, Co-operation with the level 3 work of other CESR groups on accounting and auditing matters
(prospectus and transparency).
, Contribution to the Level 2 Committee on accounting (ARC).
, Contribution to the Level 2 Committee on auditing (AuRC), based upon views developed in CESR-Fin.
, Contribution to EFRAG.
, Contribution to the IASB’s Standards Advisory Council.
, Monitoring of ISA development and endorsement.
, Analysis of the work carried out by the enforcement authorities in 2006 and 2007.
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B.3. Takeover Bids
Work to be done during the course of 2009
, Exchange of experiences in the field of takeover regulation.
, Discussion of practical experience of problems that have arisen as a result of implementation of the
Directive.
, Qualitative and quantitative information on takeovers made in the EU.
B.4. Corporate Governance
Work to be done during the course of 2009
, Exchange of information and fact finding exercises on aspects of corporate governance related to
the securities markets.
, Empty voting - the implications of the use of derivatives on the attribution and exercise of voting
rights and computation of qualified holdings.
, Review of directors’ remuneration practices in Europe.
B.5. Credit Rating Agencies
Work done during the course of 2009
, Monitoring compliance by CRAs with IOSCO Code of Conduct.
B.6. Transparency
Work to be completed by end of 2008
, Mapping exercise about the implementation of the directives in Member States.
Work to be done during the course of 2009
, Initiate level 3 works on the practical application of the Transparency Directive.
, Facilitate of the creation of the EU network of national storage mechanisms.
, Exchange of information about issuers admitted to trading in a market situated in a Member State
different than the Member State of incorporation.
, Production of Q&A on Transparency Directive.
B.7 MiFID
Work completed by end 2008
, Fact-finding on the extent of the applicability of the CFTC’s requirements in Europe.
Work to be done/ finished during the course of 2009
, Maintenance of the MiFID Q&A Database.
, Responding to Commission mandates in relation to the reports to be prepared by the Commission
on the basis of Art. 65 of MiFID (transparency, best execution, data consolidation).
, Supervisory convergence reports / good and bad practices on inducements.
, Supervisory briefings on suitability / appropriateness / execution only.
, Workshops (structured discussions to be held within the Intermediaries Sub-group).
, Supervisory briefings on information to clients.
, Policy work on investment advice.
, Policy work on harmonisation of classification of products.
, Review of the effectiveness of the protocol for supervision of branches.
, Review of the effectiveness of the passport recommendations and protocol for passport
notifications.
, Report on non-equity markets transparency.
, Review of the scope of the transaction reporting obligation.
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, Calculation/ estimation and publication of data relevant for MiFID pre- and post-trade
transparency requirements (waivers from pre-trade transparency, delayed post-trade publication,
liquid shares, list of systematic internalisers).
, Analysis of the impact of MiFID on secondary markets functioning.
, Operational issues in relation to the application of MiFID.
B.8. Clearing and Settlement
Work to be done during the course of 2009
, Based on political guidance given by the ECOFIN conclusions of June ’08, CESR is invited jointly
with the ESCB, to transform the draft CESR/ESCB standards for securities clearing and settlement
in the EU, into Recommendations for public authorities.
, Advice to the Commission on access and interoperability review of existing arrangements.
, Report on developments concerning T2S.
, Regular reports to the chairs on role of regulators on monitoring of the Market Participants Code
of Conduct.
, Advice to the European Commission on issues relating CCPs and, potentially, trade information
warehouse for OTC derivatives.
, Analysis of legislative action on the post-trading area, in order to ensure a level-playing field in the
EU post-trading sector and international competitiveness of EU post-trading infrastructures, based
on the conclusions to be issued by the EU Commission later in 2009.
B.9. Investment Management(14)
Work to be done during the course of 2009
, Assistance to the Commission in relation to the recast for the UCITS Directive - Final advice to the
Commission on KII/ KID.
, Recommendations on co-operation work in view of fostering mutual understanding and
improving convergence of regulatory practices (OTF).
, Interaction between UCITS and MiFID.
, Report on developments on conduct of business rules.
, Mapping exercise on the impact of the market crisis on the investment funds industry.
B.10 CESR-Tech
Work completed by end of 2008
, Report on IT security review of the CESR IT systems.
Work to be done during the course of 2009
, Second sub-project on Alternative Instrument Identifier.
, TREM maintenance organisation.
, TREM training.
, Tail end of the project on Instrument reference data logistic – long term solution.
, Move of the HUB into the Secretariat Infrastructure.
, Exchange of Transaction Reports on OTC derivatives.
, Central shareable reference data project.
, IT strategy.
, User network – data quality in TREM.
B.11. CESR-Pol
Work to be done during the course of 2009
, Joint investigations through urgent issues groups.
, Surveillance and intelligence work.

(14) Note that most of the activities in the area of post trading require follow-up/continuous activities on the part of CESR (i.e. PTEG).
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, Short-selling task force.
, MAD Level 3 guidance for supervisors and for the market (contacts with ESME and several
associations).
, Enforcement aspects of MiFID in support of MiFID Level 3 expert group.
, Database on enforcement cases.
, Exchange of views and experiences in the area of co-operation and enforcement.
, Contacts with IOSCO.
B.12 Mediation
Work to be done during the course of 2009
, Possible mediation cases.
, Reporting to EU institutions on functioning of mechanisms.
B.13 Review Panel
Work completed by end of 2008
, Self assessment of CESR guidelines to simplify UCITS notification procedure.
, Methodology for mapping exercises.
Work to be done during the course of 2009
, Mapping of MiFID.
, Mapping of the Transparency Directive.
, Self-assessment and peer review of CESR Standard No. 2.
, Update of self assessment and peer review of CESR Standard No. 1.
, Peer review of CESR guidelines to simplify UCITS notification procedure.
, Work on the Prospectus Directive.
, Review of the use of national options and discretions and gold-plating by CESR Members in
relation to MiFID and MAD.
B.14 ECONET
Work completed by end of 2008
, Economic assessment included in CESR’s annual report.
, Improve intelligence gathering of data at EU level.
, Bi-annual contribution to the EFC-FST (March/September 2008).
, Contribution to the FSC.
Work to be done during the course of 2009
, Economic assessment to be included in the annual report.
, Bi-annual contribution to the EFC (March/ September).
, Continuous monitoring of EU and other financial markets’ risks and developments.
, Increase sharing of knowledge and national work being undertaken amongst members of group.
B.15 3L3
, Consistency - Reporting requirements: follow up of questionnaire, internal governance: develop a
consistent Level 3 approach, competing products.
, 3L3 working groups that CESR participates in or leads - money laundering, conglomerates, mergers
and acquisitions, internal governance, delegation home-host, training platform.
, Joint reporting to EU institutions -work programme and update on progress, cross-sector risks to
EFC, non-cooperative jurisdictions (OFC), ECOFIN conclusions work streams.
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B.16. Legal Work
Work to be done during the course of 2009
, Legal support to expert groups.
, Monitoring of legal initiatives related to CESR work.
, Legal aspects of the functioning of CESR and institutional issues.
B.17. Report to institutions
Work to be done during the course of 2009
, Annual and half-yearly report to Commission, ECOFIN and European Parliament.
, Supervisory convergence report to the FSC.
, Economic trends of financial markets to EFC/ FST, twice a year.
, (Half)-yearly hearing in EU Parliament.
B.18. Common Supervisory Culture
Work to be done during the course of 2009
, 9 courses of CESR training.
, 12 courses of 3L3 training.
, HR secondment implementation of toolkit and principles.
B.19. Engaging retail investors more effectively and investor education
Work to be done during the course of 2009
, Organisation of half-yearly sessions with consumers’ representatives.
, Involvement of consumer representatives in simplified prospectus for UCITS.
B.20. Communications
Work to be done during the course of 2009
, Promoting more effectively our efforts to develop convergence.
, Redesign and re-organisation of CESR’s website.
, Update of Review Panel database.
, Handling of press enquiries.
, Developing internal communications for the staff of CESR Members.
B.21. Relations with third countries
Work to be done during the course of 2009
, Transatlantic dialogue (SEC and CFTC).
, Swiss/ Liechtenstein.
, Work of task force on mutual recognition.
, Consultative group of Non EEA countries (Turkey, Croatia, Serbia, Montenegro, etc).
, China, Israel.
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05 Appendix
5.1 Audited Financial Statements
Profit and loss (Revenues and Expenses)
As at December 31, 2008 (In Euros)

31/12/2008

31/12/2007

4 102 712

4 009 995

0

0

Profit on marketable securities

203 596

86 410

TREM Running costs

99 948

0

Other

153 925

3 850

4 560 181

4 100 256

Salaries and employee benefits

2 311 182

1 780 921

External staff

100 921

239 982

Rental

660 758

564 580

Travelling

247 999

223 088

Office supplies

24 208

31 250

Organisation and follow up of meetings

77 964

59 909

Telecommunications

50 461

42 766

502 398

251 316

0

0

Printing

28 979

21 646

Computer & IT development

38 823

75 855

Professional fees

133 317

98 403

48 608

42 688

2 193

12 806

4 288 418

3 445 210

271 763

655 046

REVENUES
Contributions from Members
Annual conferenes

Total revenues

EXPENSES

TREM project
Transportation and communication expenses

Depreciation of fixed assets excluding computer
Miscellaneaous

Total expenses
Excess of revenues over expenses
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, Secretariat
of CESR -Tech

, IT Data sharing projects

, Development
and implementation
of IT systems

, Set-up and running
of TREM

, Relations with the EU
Parliament
, Preparation of meetings
of EU Committees
, Coordination with CEBS
and CEIOPS (3L3)
, Relations with Non-EU
counterparts (inc. SEC
& CFTC)
, Coordination with CEBS
and CEIOPS (3L3)

, Review Panel
, Legal analysis and
support
, General legislative work
, Company
law/corporate
governance
, Mediation

, Monitoring Integration
, Assessment market
evolutions
, Contribution to EFC /
Stability Round Table
, Cost/benefit analysis
methodology

External relations
, Jacob Lönnqvist
Senior Officer
+33 (0) 1 58 36 43 39

Legal Analysis
and Review Panel
, Mina Filippa
Legal Advisor
+30 210 33 77 196
, Martine Noesen
Officer
+33 (0) 1 58 36 42 78

Financial Markets Analysis
, Alexandra Berketi
Economist
+30 210 33 77 127

Economic Analysis and Supervisory Convergence
Oliver Burkart, Director
+33 (0) 1 58 36 43 35

, Patrick Bartholomew
IT administrator
+33 (0) 1 58 36 43 22

, Elena Munoz
IT Expert
+33 (0) 1 58 36 51 11

, Paul Herling
Project Manager IRD
+33 (0) 1 58 36 42 76

IT
Nicolas Vasse, Director
+33 (0) 1 58 36 43 33

, Regulated markets
, MTF
, Pre/post trade
transparency
, Follow-up of Standards
, Liaison with ESCB, ECB,
BSC, CEBS, G30
, Liaison with CESAME
, Application of UCITS
directives
, Supervisory
convergence
, Asset management
modernisation
, Application of MAD
, Secretariat of CESR-Pol
, MiFID enforcement
matters
, Cooperation
mediation/database

Financial Markets
, Alberto Garcia
Senior Officer
+33 (0) 1 58 36 43 32
Post-trading
, Wim Moeliker
Senior Officer
+33 (0) 1 58 36 42 70
Investment Management
, Richard Stobo
Senior Officer
+33 (0) 1 58 36 42 71

Market Integrity/ CESR-Pol
, Tba
Senior Officer
, Olga Petrenko
Officer
+33 (0) 1 58 36 43 26

, Solveig Kleiveland
Communications Officer
+33 (0) 1 58 36 43 27
, Reemt Seibel
Communications Officer
+33 (0) 1 58 36 4272

, Internet/Extranet
, Press, Communications
, Annual report,
Conferences/Speeches
, Training of supervisors
, Exchange of staff

Communication and Common Supervisory Culture
Victoria Powell, Director
+33 (0) 1 58 36 43 23

, Investment services
, Rules of conduct
, Organisational
requirements
, Conflicts of interest
, Reporting requirements

Investment Firms
, Diego Escanero
Senior Officer
+44 (0) 20 7066 2324

Markets and Intermediaries
Eija Holttinen, Director
+33 (0) 1 58 36 43 36

Secretary General
Carlo Comporti
+33 (0) 1 58 36 43 24

June 2009

11-13 Avenue de Friedland
75008 Paris – France
Tel : +33 (0) 1 58 36 43 21
Fax : +33 (0) 1 58 36 43 30
Email : secretariat@cesr.eu

CESR

, Dissemination and
storing of regulated
information
, Periodic financial
information
, Shareholdings

, Offering and listing
prospectus
, Takeover bids
, Credit rating agencies

Prospectus, Takeover Bids,
Credit Rating Agencies
, Raquel Garcia
Senior Officer
+34 91 585 1601
Transparency
, Ville Kajala
Senior Officer
+358 10 831 5226

, Enforcement of
FRS/Database
, Endorsement of IFRS
, Audit
, Liaison with ARC,
EFRAG, AURC and
EGAOB
, Equivalence of GAAPs

Accounting/CESR-Fin
, Frederick Vermeulen
Officer
+33 (0) 1 58 36 43 37
, Lotte Andersen
Senior Officer
+33 (0) 1 58 36 51 10

Financial Information
Lee Piller, Director
Secretary of CESR-Fin
+33 (0) 1 58 36 43 36

, Karim Abdelali, Logistics
+33 (0) 1 58 36 43 34

, Samia Grandu, Assistant
+33 (0) 1 58 36 42 75

, Rebecca Ball, Assistant to the Secretary General
+33 (0) 1 58 36 43 21
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5.2 CESR Secretariat

ESC

, US CFTC

, US SEC

, Banking Supervision Committee (BSC)

(CEIOPS)

Occupational Pensions Supervisors

, Committee of European Insurance and

Supervisors (CEBS)

, Committee of European Banking

System of Central Banks (ESCB)

, European central Bank (ECB)/ European

, ECON Committee (EP)

, Financial Stability Table (EFC)

FSC

EFC

ECOFIN

Close working links

Gives
evidence

CESR

Reports/gives
advice

European Commission

Observer
status

, IOSCO CRAs Standing Committee

Conglomerates (IWCFC)

, Interim Working Committee on Financial

Advisory Group (EFRAG)

, European Financial Reporting

(AuRC)

, Auditing Regulatory Committee

(ARC)

, Accounting Regulatory Committee

of the EFC

, Financial Stability Table

(FSC)

, Financial Services Committee

(ESC)

, European Securities Committee

Committee (ECON)

Economic and Monetary Affairs

European Parliament
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5.3 CESR’s Inter-Institutional Relations
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5.4 List of CESR Members (as of 1.6.2009)
COMMISSION BANCAIRE, FINANCIÈRE ET DES ASSURANCES /
COMMISSIE VOOR HET BANK-, FINANCIE- EN ASSURANTIEWEZEN
Rue du Congrès 12-14, BRUXELLES 1000, BELGIUM
Member: Mr Jean-Paul SERVAIS (Chairman)
Telephone: +32 2 220 5211
Fax: +32 2 220 5943
CESR’s contact person: Mr Jean-Michel VAN COTTEM (Deputy Director)
Telephone: +32 2 220 5404
Fax: +32 2 220 5424
Web: http://www.cbfa.be

FINANCIAL SUPERVISION COMMISSION
33, Shar Planina Street, SOFIA 1303, BULGARIA
Member: Mr Petar CHOBANOV (Chairman )
Telephone: +359 2 94 04500
Fax: +359 2 829 433
CESR’s contact person: Mrs Ralitsa AGAYN-GURI (Deputy Chair),
Ms Nina KOLTCHAKOVA (Director International Co-operation & Public Relations)
Telephone: +359 2 94 04 601
Fax: +359 2 829 4318
Web: http://www.fsc.bg

CZECH NATIONAL BANK
Na Prikope 28, 115 03 PRAGUE 1, CZECH REPUBLIC
Member: Mr Pavel HOLLMANN
Telephone: +420 224 411 111
Fax: +420 224 414 230
CESR’s contact person: Ms Marie STANKOVÁ
Telephone: +420 224 413 835
Fax: +420 224 414 230
Web: http://www.cnb.cz

FINANSTILSYNET
Gl. Kongevej 74 A, 1850 FREDERIKSBERG C, DENMARK
Member: Mr Henrik BJERRE NIELSEN (Director General)
Telephone: +45 33 55 82 82
Fax: +45 33 55 82 00
CESR’s contact person: Ms Camilla SØBORG
Telephone: +45 33 55 82 68
Fax: +45 33 55 82 00
Web: http://www.ftnet.dk

BUNDESANSTALT FÜR FINANZDIENSTLEISTUNGSAUFSICHT(BAFIN)
Lurgiallee 12, 60439 FRANKFURT AM MAIN, GERMANY
Member: Mr Karl-Burkard CASPARI (Executive Director Securities Supervision)
Telephone: +49 228 4108 1612
Fax: +49 228 4108 1550
CESR’s contact person: Mr Philipp SUDECK (International Co-ordination)
Telephone: +49 228 4108 3209
Fax: +49 228 4108 63299
Web: http://www.bafin.de

FINANTSINSPEKTSIOON / ESTONIAN FINANCIAL SUPERVISION AUTHORITY
Sakala 4, 15030 TALLINN, ESTONIA
Member: Mr Raul MALMSTEIN (Chairman of the Management Board)
Telephone: +372 668 0500
Fax: +372 668 0501
CESR’s contact person: Mr Kilvar KESSLER (Member of the Management Board)
Telephone: +372 668 0500
Fax: +372 668 0501
Web: http://www.fi.ee
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EPITROPH KEFALAIAGORAS / CAPITAL MARKET COMMISSION (CMC)
1 Kolokotroni and Stadiou Street, ATHENS - 105 62, GREECE
Member: Mr Anastassios GABRIELIDES (Chairman)
Telephone: +30 210 337 7237
Fax: +30 210 337 7265
CESR’s contact person: Ms Eleftheria APOSTOLIDOU (Director, Directorate of International and Public
Relations)
Telephone: +30 210 337 7215
Fax: +30 210 337 7210
Web: http://www.hcmc.gr

COMISIÓN NACIONAL DEL MERCADO DE VALORES (CNMV)
Paseo de la Castellana, 19, 28046 MADRID, SPAIN
Member: Mr Fernando RESTOY (Vice-Chairman)
Telephone: +34 91 585 1500
Fax: +34 91 585 1675
CESR’s contact person: Mr Antonio MAS (Director of International Relations)
Telephone: +34 91 585 1585
Fax: +34 91 585 4110
Web: http://www.cnmv.es

AUTORITÉ DES MARCHÉS FINANCIERS (AMF)
17 place de la Bourse, 75082 PARIS CEDEX 02, FRANCE
Member: Mr Jean-Pierre JOUYET (President)
Telephone: +33 1 53 45 60 00
Fax: +33 1 53 45 61 00
CESR’s contact person: Mr Xavier TESSIER (Director of the International Affairs Division)
Telephone: +33 1 53 45 63 56
Fax: +33 1 53 45 63 50
Web: http://www.amf-france.org

FINANCIAL REGULATOR
PO BOX 9138, College Green, DUBLIN 2, IRELAND
Member: Ms Mary O'DEA (Acting Chief Executive)
Telephone: +353 1 224 6000
Fax: +353 1 224 6022
CESR’s contact person: Mr Martin MOLONY (Head of Markets Supervision Department)
Telephone: +353 1 224 4250
Fax: +353 1 224 4260
Web: http://www.financialregulator.ie

FINANCIAL SUPERVISORY AUTHORITY
Sudurlandsbraut 32, 108 REYKJAVÌK, ICELAND
Member: Mr Gunnar T. ANDERSEN (Director General)
Telephone: +354 525 2700
Fax: +354 525 2727
CESR’s contact person: Mr Gunnar T. ANDERSEN (Director General)
Telephone: +354 525 2700
Fax: +354 525 2727
Web: http://www.fme.is

COMMISSIONE NAZIONALE PER LE SOCIÈTA E LA BORSA (CONSOB)
Via G.B. Martini, 3, 00198 ROMA, ITALY
Member: Mr Lamberto CARDIA (Chairman)
Telephone: +39 06 847 7233
Fax: +39 06 847 7470
CESR’s contact person: Ms Nicoletta GIUSTO (Director of International Relations)
Telephone: +39 06 847 7381
Fax: +39 06 847 7763
Web: http://www.consob.it
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CYPRUS SECURITIES AND EXCHANGE COMMISSION
Stasicratous 32, 1306 NICOSIA, CYPRUS
Member: Mr Georgios CHARALAMBOUS (Chairman)
Telephone: +357 22 875 475
Fax: +357 22 754 671
CESR’s contact person: Mrs Liana C. IOANNIDOU (Officer)
Telephone: +357 22 875 475
Fax: +357 22 754 671
Web: http://www.cysec.gov.cy

FINANSU UN KAPITALA TIRGUS KOMISIJA / FINANCIAL AND CAPITAL
MARKET COMMISSION
Kungu iela 1, Riga, Latvia, LV-1050
Member: Ms Irna KRUMANE (Chair)
Telephone: +371 777 4800
Fax: +371 722 5755
CESR’s contact person: Ms Jelena LEBEDEVA (Head of the Banking and Securities Market Division)
Telephone: +371 777 4832
Fax: +371 722 5755
Web: http:///www.fktk.lv

LIETUVOS RESPUBLIKOS VERTYBINIU POPIERIU KOMISIJA / LITHUANIAN
SECURITIES COMMISSION
23 Konstitucijos Av., VILNIUS 2600, LITHUANIA
Member: Ms Vilija NAUSÈDAITÈ (Chair)
Telephone: +370 5 272 50 91
Fax: +370 5 272 50 89
CESR’s contact person: Ms Kristina JANCIAUSKAITE (Chief Specialist)
Telephone: +370 5 271 49 17
Fax: +370 5 272 50 89
Web: http://www.lsc.lt

COMMISSION DE SURVEILLANCE DU SECTEUR FINANCIER (CSSF)
L- 2991 LUXEMBOURG
Member: Mr Jean GUILL (General Director)
Telephone: +352 26 25 1 200
Fax: +352 26 25 1 601
CESR’s contact person: Mr Claude SIMON (Head of International and Policy Issues)
Telephone: +352 26 25 1 200
Fax: +352 26 25 1 601
Web: http://www.cssf.lu

PÉNÜGYI SZERVEZETEK ÁLLAMI FELÜGYELETE (PSZAF) / HUNGARIAN
FINANCIAL SUPERVISORY AUTHORITY
Krisztina krt. 39, 1013 BUDAPEST, HUNGARY
Member: Mr István FARKAS (Chairman of the Board)
Telephone: +36-1 489 9200
Fax: +36-1 489 9202
CESR’s contact person: Mr ÁrpÁd KIRÁLY (Head of International Affairs Department)
Telephone: +36-1 489 9280
Fax: +36-1 489 9222
Web: http://www.pszaf.hu

MALTA FINANCIAL SERVICES AUTHORITY (MFSA)
Notabile Road, ATTARD, MALTA
Member: Prof. J.V. BANNISTER (Chairman and President)
Telephone: +356 21 44 11 55
Fax: +356 21 44 11 88
CESR’s contact person: Mr Andre CAMILLERI (Director General)
Telephone: +356 21 44 11 55
Fax: +356 21 44 11 88
Web: http://www.mfsa.com.mt
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AUTORITEIT FINANCIELE MARKTEN (AFM)
PO BOX 11723, 1001 GS AMSTERDAM, NETHERLANDS (The)
Member: Mr Hans HOOGERVORST (Chairman)
Telephone: + 31 20 797 2052
Fax: + 31 20 797 3803
CESR’s contact person: Mr Gert LUITING
Telephone: +31 20 797 2502
Fax: +31 20 797 3802
Web: http://www.afm.nl

KREDITTILSYNET
P.O. Box 100 Bryn, Østensjøveien 43, 0611 OSLO 6, NORWAY
Member: Mr Eirik BUNÆS (Deputy Director General)
Telephone: +47 22 93 98 20
Fax: +47 22 93 99 95
CESR’s contact person: Ms Kristin LUND
Telephone: +47 22 93 98 36
Fax: +47 22 93 99 95
Web: http://www.kredittilsynet.no

FINANCIAL MARKET AUTHORITY (FMA)
Praterstrasse 23, A-1020 VIENNA, AUSTRIA
Member: Mr Kurt PRIBIL (Executive Director)
Telephone: +43 1 24959 5000
Fax: +43 1 24959 5099
CESR’s contact person: Mrs Andrea KURAS-GOLDMANN
Telephone: +43 1 249 59 4201
Fax: +43 1 249 59 4099
Web: http://www.fma.gv.at

POLISH FINANCIAL SUPERVISION AUTHORITY (FSA)
Pl. Powstanców Warszawy 1, 00-950 Warszawa, POLAND
Member: Dr Stanislaw KLUZA (Chairman)
Telephone: +48 22 33 26 801
Fax: + 48 22 33 26 602
CESR’s contact person: Mr Adam BLASIAK (Public Relations and International Co-operation Office)
Telephone: +48 22 55 60 487
Fax: + 48 22 33 26 602
Web: http://www.knf.gov.pl

COMISSÃO DO MERCADO DE VALORES MOBILIÁRIOS (CMVM)
Avenida da Liberdade 252, 1056-801 LISBOA, PORTUGAL
Member: Mr Carlos TAVARES (Chairman)
Telephone: +351 21 317 7080
Fax: +351 21 317 7093
CESR’s contact person: Mr Manuel RIBERO DA COSTA and Ms Gabriela FIGUEIREDO DIAS (Heads of
Regulatory Policy and International Department)
Telephone: +351 21 317 7060
Fax: +351 21 353 7077/8
Web: http://www.cmvm.pt

ROMANIAN NATIONAL SECURITIES COMMISSION (CNVM)/ COMISIA
NATIONALA A VALORILOR MOBILIARE DIN ROMANIA
2, Foisorului Street, sector 3, Bucharest, ROMANIA
Member: Mrs Gabriela Victoria ANGHELACHE, Ph. D (President)
Telephone: +4021 326 67 09
Fax: +4021 326 68 48/49
CESR’s contact person: Ms Raluca TARIUC (Director)
Telephone: +4021 326 67 75
Fax: +4021 326 68 48/49
Web: http://www.cnvmr.ro
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AGENCIJA ZA TRG VREDNOSTNIH PAPIRJEV/SECURITIES MARKET AGENCY
Poljanski nasip 6, 1000 LJUBLJANA, REPUBLIC OF SLOVENIA
Member: Dr Damjan ZUGELJ (Director)
Telephone: +386 1 2800 400
Fax: +386 1 2800 430
CESR’s contact person: Ms Sabina BESTER
Telephone: +386 1 2800 400
Fax: +386 1 2800 430
Web: http://www.a-tvp.si
^

NÁRODNÁ BANKA SLOVENSKA (NATIONAL BANK OF SLOVAKIA )
Imricha Karva_a 1, 813 25 BRATISLAVA, SLOVAK REPUBLIC
Member: Mr Jozef MAKÚCH (Chairman of the Board)
Telephone: +4212 5787 2042
Fax: +4212 57871106
CESR’s contact person: Ms Eva SVETLOSAKOVA
Telephone: +4212 5787 3350
Fax: +4212 57268500
Web: http://www.nbs.sk

FINANSSIVALVONTA (FIN-FSA)
PO BOX 103, 00101 HELSINKI, FINLAND
Member: Ms Anneli TUOMINEN (Director General)
Telephone: +358 10 831 51
Fax: +358 10 831 53 02
CESR’s contact person: Mr Jarmo PARKKONEN (Deputy Director General)
Telephone: +358 10 831 5255
Fax: +358 10 831 5230
Web: http://www.finanssivalvonta.fi

FINANSINSPEKTIONEN
Brunnsgatan 3, Box 7821, 103 97 STOCKHOLM, SWEDEN
Member: Mr Martin ANDERSSON ( Director General)
Telephone: +46 8 787 80 00
Fax: +46 8 24 13 35
Web: http://www.fi.se

FINANCIAL SERVICES AUTHORITY (FSA)
25 the North Colonnade Canary Wharf, LONDON E14 5HS, UNITED KINGDOM
Member: Mr Hector SANTS (CE)
Telephone: +44 207 066 4400
Fax: +44 207 066 4401
CESR’s contact person: Mrs Cristina FRAZER (International Strategy and Policy Co-ordination)
Telephone: +44 207 066 3532
Fax: +44 207 066 0565
Web: http://www.fsa.gov.uk

EUROPEAN COMMISSION
Bâtiment Breydel 11/56 rue de la loi, 200 BRUSSELS 1049, BELGIUM
Member: Mr Jorgen HOLMQUIST (Director General - DG Internal Market)
Telephone: +32 2 295 0778
Fax: +32 2 296 3924
CESR’s contact person: Mr David WRIGHT (Deputy Director General - Financial Markets)
Telephone: +32 2 295 8626
Fax: +32 2 299 3071
Web: http://www.europa.eu.int/comm
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