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Conclusions and recommendations

The EESC welcomes the Commission’s proposals aiatextrengthening supervision in the

Capital Markets Union (CMU), the objectives of wihiit fully supports. These proposals are

not only a new, important step in the efforts thiage greater integration and convergence by
increasing integrated supervision in the CMU, lhaéytalso contribute to the achievement of
broader objectives.

In fact they first provide new building blocks ftive realisation of a CMU in the EU, the rapid

establishment of which is highly desirable. The CMagjether with the Banking Union, should

in turn contribute to the further deepening and gletion of the EMU. In more general terms,

this should help to strengthen the position ofEhkand its Member States in a changing global
environment.

The importance of a smoothly operating CMU showtllve underestimated, as it can make an
important contribution to private, cross-borderk+sharing. This should make the Member
States more resilient to asymmetric shocks in tiofesrisis. In order to achieve that goal, the
markets need to be secure, stable and resiliesthdoks. More integrated supervision, at both
micro- and macro-prudential level, plays a cruoié in this.

It is therefore very important and a priority torther pave the way for more cross-border
market transactions; it must be possible to conthese without national and other obstacles,
barriers and inequalities, and at a lower costevel playing field is essential and regulatory
arbitrage has no place in it. Companies must be t@bmake easier and more effective use of
financing, with reduced administrative burdens and lower cost.

For their part, consumers and investors need modeb&tter choice and greater protection.
Ultimately, the Committee believes, the aim must fbe all stakeholders, including the
supervisory authorities, to have more confidencéher markets. That confidence can also be
boosted by moving towards more sustainable fingpémline with international activities and
agreements. This should also be reflected in teesyof supervision.

The new supervisory environment should be basec germanent concern to ensure the
greatest possible clarity and legal certainty filbr Bhe challenge is to find the right balance
between the competences of national and Europgaer\ssors and, where possible, to apply
the subsidiarity and proportionality principlespesially now, in the build-up phase of the
CMU and in the interest of the diversity of markgierators, particularly the small ones. This
also applies to local transactions. At the same tiattion is needed to tackle lack of clarity,
overlaps and other shortcomings in supervisionhirater or seriously impede the realisation of
the union.

It is also important to keep the future in mind, a®to ensure that new developments and
modern technologies, such as FinTech, can be ¢lyrrand safely applied in the financial
environment, with a level playing field for all apgors.
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In developing integrated supervision, it is impattdo work towards convergence and
coordination, with effectiveness and efficiencyrgeithe guiding principles, in line with the
REFIT approach. Strengthening the capacity of theogean Supervisory Authorities to carry
out their own impact assessments could be helpftihis end. Close attention should also be
paid to costs. Where part of the costs is dirdmblisne by the private sector, care should be taken
to exercise budgetary discipline and avoid duglecat Any alterations must be made in a
transparent way and there must be appropriateaarftoverall resources. The industry should
be appropriately involved.

As in the past, all future steps should be basedianogue and consultation with all bodies and

other stakeholders, as well as on public consahatof all interested parties. Such an approach
is considered very important by the Committee, esiianakes it possible to achieve the best
possible results in any given situation, basedherbtroadest possible consensus.

These proposals represent a major step forwardihleyt are not the end of the story. In the
EESC's view, we must continue to pursue the ulénwddjective of a single European capital
markets supervisor, as stated in the Five Presid®aport. Once the current proposals have
been implemented, it is important to work on theeadily and intelligently, bearing in mind
the points set out above.

The Committee fully supports the proposal to transkrtain supervisory powers in the area of
insurance from national supervisors to the Europeasl, thus contributing to supervisory
convergence and a level playing field for all makarticipants.

Background1

Concerning the establishment of a CMU, it can cutyebe noted that Europe already has
consistent banking sector supervision via the 8irjlipervisory Mechanism in the Banking
Union, in which 19 Member States participate, whiile supervision of capital markets in the
EU, with certain exceptions, is conducted at natidevel.

It is clear that this situation is not in line withme principles on which the CMU — as well as the
Banking Union — are based. It should also not bgdiben that the pursued financial integration
will benefit not only the EMU but also the Membeat®s.

Since the completion of the CMU is a priority ftvetcurrent European Commission, work is
being done as a matter of priority in order to graupervision more into line with the principles
of the CMU and financial integration in a changi&myironment. Moreover, this initiative was
already announced in the recent mid-term reviethelCMU’.

The text is inspired by several official publicats issued by, among others, the Council and thrar@lission. See, among others,
http://data.consilium.europa.eu/doc/document/ST4¥32017-INIT/en/pdf and http://europa.eu/rapid/press-release_IP-17-
3308_fr.htm?locale=EN

Communication from the Commission on the Mid-Td&eview of the Capital Markets Union Action PI&OM(2017) 292 final
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2.4 Specifically, on 20 September 2017, the Commisgimsented a communicatband three
legislative proposals which provide for amendméatsvo directives and nine regulatién?fhe
proposed measures apply to all Member States.

2.5 These proposals aim to strengthen and furtherriateghe current EU supervisory framework,
in particular through:

2.5.1 better coordination of supervision, through:

2.5.1.1 targeted strengthening across the EU of macroptiadiesupervision, which is managed by
the European Systemic Risk Board;

2.5.1.2 greater supervisory convergence, by strengtheneg existing powers of the European
Supervisory Authorities (ESAS).

2.5.1.3 enhancing the European Supervisory Authorities'cgdares for issuing guidelines and
recommendations to reflect the importance of thegtks;

2.5.1.4 allowing the European Securities and Markets AuthdESMA) to receive transaction data
directly from market participants;

2.5.1.5 increasing the role of the European Insurance arwli@ational Pensions Authority (EIOPA)
in coordinating the authorisation of insurance amihsurance companies' internal risk
measurement models.

2.5.2 Extending the direct supervisory powers of ESMA;

2.5.2.1 the new areas of capital market supervision foecuthose areas where direct supervision can
remove cross-border barriers and promote furthekehantegration. This can be seen as a step
towards having a common supervisory authority.

2.5.3 Improving the governance and financing of superyiswthorities;

2.5.3.1 with regard to the governance structure, a distinds made between the powers of national
authorities and those of the European Supervisowghdkities. The former continue to
determine the general approach and decide on tegul@ssues, while the latter will be
responsible for EU-related decisions concerningdioation and supervisory practices.

2.5.3.2 Diversification is pursued with regard to financifigne aim is for sector and market operators
to also contribute part of the funding, alongsidéli authorities.

Communication from the Commission to the Europ&amliament, the Council, the European Central Bahk European
Economic and Social Committee, and the Committeth@fRegions on Reinforcing integrated supervismstrengthen Capital
Markets Union and financial integration in a chaiggénvironmentCOM(2017) 542 final

See https://ec.europa.eu/info/business-economy-eurgibgrand-finance/financial-supervision-and-risk-rmgament/european-
system-financial-supervision_en#reviewoftheesfs
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2.5.4 Requiring the European Supervisory Authoritiesaketaccount of environmental, social and
governance factors, as well as issues relatedrideleh, when performing tasks within their
respective mandates;

2.5.4.1 as a first step, the role of European Supervisarthérities in assessing environmental, social
and governance risk is clarified and strengthemedrder to achieve long-term stability of the
European financial sector and the advantagesdastinable econorﬁy

2.5.4.2 With regard to FinTech, regulators and supervissiisuld be given the opportunity to
familiarise themselves with these technologies simalild have the chance to develop new rules
and supervision, including by working together whikese firm&

26 A proposa] has also been announced that provides for theféiato the European Supervisory
Authorities of certain supervisory powers currentlgsted with the national competent
authorities. This mainly applies to the insuranegtar.

2.6.1 With regard to ESMA, this essentially involves ttiansfer of the power to authorise and
supervise data reporting service providers, as agelb collect information in that area.

2.6.2 With regard to EIOPA, the proposals concern assini a greater role in contributing to
supervisory convergence in the area of applicationghe use of internal risk measurement
models, changes with respect to information shamggrding such model applications, and the
possibility for it to issue opinions in that contien and to assist in the settlement of disputes
between supervisory authorities.

3. Comments

3.1 The present Commission proposals are by and laay¢ @f the broader approach to
implementing a CMU, the major importance and reheeaof which is beyond doubt. In that
respect, the EESC "strongly supports this unionigam@mbitious regarding its implementation".
Its prompt establishment is of great importﬁnc‘éhe European Countiland the European
Parliament’ have also regularly called for work to be donecompleting the CMU.

3.2 For the Committee, the CMU must in turn be placdthiw the wider context of Europe's
international position in a changing global contekée further deepening and completion of the
EMU and, last but not least, further financial grietion between all EU Member States.

An action plan with regulatory measures will hublshed in 2018.
An action plan in this area has also been anretlihg the Commission for 2018.

Proposal for a Directive of the European Parlianaerd of the Council amending Directive 2014/65/&ftmarkets in financial
instruments and Directive 2009/138/EC on the takipgand pursuit of the business of Insurance andsRence (Solvency Il) 537
COM(2017) 537 final

See EESC opinion ECO/437 biction plan on a capital markets unigmbint 1.1. Not yet published.

Conclusions of the European Council meeting of 22khe 2017

10 . ) - . .
European Parliament Resoluton of 9 July 2015 oBuildng a Capital Markets Union. See

http://www.europarl.europa.eu/sides/getDoc.do?ptREP//TEXT+TA+P8-TA-2015-0268+0+DOC+XML+VO//EN
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The further financial integration referred to isrtmaularly important since it facilitates and
supports cross-border private risk-sharing. As proby the recent crisis, it is necessary to make
Member States more resilient to asymmetric shackisries of crisis.

The CMU can alsdmake a substantial contribution to consolidatirg teconomic recovery,
thereby helping to ensure growth, investment ard.jd’his will benefit both the individual
Member States and the EU as a whole. (...) Thituin should contribute to the desired
increase in stability, security and resilience oftbthe economic and the financial sysﬂa]m

The Committee therefore welcomes the present pedpd® strengthen and integrate the
European supervisory mechanism, and the fact tlegthave been delivered quickly. Now it is
time to implement them. Attention can be drawn tbeo previous initiatives which also

contribute to these objectives, and on which th&EHmas also commented in positive terms.
These include the proposals for a more integrateplersisory mechanism for central

counterpartie]§ and the PEPB, which provides for a key role for EIOPA.

As already statedithe Committee is pleased that supervision willabkey part of efforts to
develop the CMUSupervision at European level has a crucial role to play, both as regards
safety and stability and when it comes tachieving the desiredmarket integration and
eliminating obstacles, barriers and inequalitiesin the single market"**. These objectives go to
the heart of the context mentioned above and &swtrshould always be present and should
take priority.

For the Committee, it is essential that the enwdagules make a tangible and direct
contribution to achieving the objectives and thegyt deliver beneficial results for all parties
concerned in all Member States.

In this respect, the Committee endorses what edte this effect in the Communication,
namely thatit is crucial to strengthen the capacity of the &pean Supervisory Authorities to
ensure consistent supervision and uniform enforotwiethe single rulebook his will support
well-functioning capital markets by reducing barggo cross-border investment, simplifying
the business environment and reducing compliansesdor firms operating on a cross-border
basis resulting from divergent implementation of tlules. From an investor's perspective,
consistent supervision and uniform enforcemenhefrtiles contributes to enhancing investor
protection and the building confidence in capitaehrketé'ls. Similar supervisory standards in
all EU Member States are necessary in order teeaehhese objectives.

11
12

13
14

15

See EESC opinion ECO/437 dbapital Markets Union: Mid-Term Reviewpoint 1.3. Not yet published.

SeeOJ C 434, 15.12.2017, p. .63
See opinion ECO/440 Pan-European personal pension product - PEBPyet published.
See EESC opinion ECO/437 Wapital Markets Union: Mid-Term Reviewpoint 1.12. Not yet published.

Communicatiol€OM (2017) 542 finglpage 5.
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When extending supervisory powers, it is also nesmgsto aim for the greatest possible clarity
and legal certainty for all, both European andamati supervisors, and the businesses under
supervision. The planned control measures musppeopriate.

It is necessary to seek the right balance in theep® of national and European Supervisory
Authorities. The priority aim is to enable crossder transactions and operations to take place
in the best possible conditions. Obstacles prengrihis should be removed. In other cases, the
possibility of retaining local supervision needsbt considered, particularly during the current
build-up phase of the CMU and in view of the divtsr®f market operators, particularly the
small ones. Proportionality and subsidiarity showltiere possible, be taken into account. This
also applies to local transactions, where natienpervisory authorities are closer to the market.
Regulatory arbitrage, duplication of supervisigpedfic national rules and gold-plating should
be avoided as much as possible, particularly whesy tprevent or seriously impede the
implementation of the CMU.

It is also necessary to seek a good balance bettteepossibility of offering cross-border
financial services and instruments, which is vempadrtant (see cross-border private risk-
sharing above), and the protection of investors eodsumers. The importance of this is
growing, with more and more transactions takingceldat a distancé® instead of via the
traditional face-to-face method. Ultimately, (pdtel) customers should be able to enjoy the
same level of information and protection, irrespecbf where the provider of the service (or
instrument) is established and the way in whichtthesaction is handled.

European supervision must have a strong focus @mptbtection of consumers and investors.
They must have more and better choice and greabéeqgtion. Risk-free basic products must
therefore also be offered. Attention should be paidnsuring coherence with other initiatites
and the implementation of new regulations mustaeotletrimental to the consumer. Ultimately,
the Committee believes, the aim must be for alkedtalders, including the supervisory
authorities, to have more confidence in the markébtat confidence can also be boosted by
moving towards more sustainable financing, in it international activities and agreements.

Similarly, it is also important to keep the futunemind, so as to ensure that new developments
and modern technologies, such as FinTech, can fleedpn the financial environment. Their
potential must be harnessed, but not at the expereadety. A level playing field is needed for
all operators, irrespective of the nature of tlaeiivities.

The extensive work done by the European Supervigahorities on the development of
legislative standards must be highlighted and askeaged. In this respect, it is important that
in the future even greater efforts are made toeaehtonvergence and harmonisation, in order
make best possible use of the funds available.9Nould the importance of proper application
of European legislation be forgotten.

16
17

For example via the internet.

Reference can be made here, inter alia, to timen@ssion's recent Consumer Financial Services Ad®lan: Better Products, More
Choice. See EESC opinion INT/822, Consumer findrsaievicesOJ C 434, 15.12.2017, p. 51
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When developing these and future rules, inspiragtoould be drawn from the REFIT approach
in this area: effectiveness and efficiency showddalprimary consideration, along with seeking
the most cost-effective way of achieving the dekiresults. REFIT keeps things simple,
removes unnecessary burdens and adapts legislatitout compromising on policy
objectives.

In this context, strengthening the ability of ther&pean Supervisory Authorities to carry out
their own impact assessments could be considesethisawould give them the opportunity to
analyse the implementation costs and efficiencthefstandards they draw up, where possible
taking account of the proportionality principle.rRbiese studies, more extensive and more
structured use could be made of various existirakestolder groups, in order to gather
knowledge and experience from the business comgunit

In order to be able to fulfil their remit properithe European Supervisory Authorities need to
be able to rely on the funds necessary to perfoeir tasks. Currently, these come partly from
the EU budget and partly from national supervisArsy amendment, including those aiming to

make the private sector directly responsible faot pathe costs for indirect supervision, should
take fiscal discipline into account, and the doutienting of transactions should be avoided.
Under the current structure, financial entitiegatty contribute to the financing of the European
Supervisory Authorities through the contribution tbkir national supervisor. The financial

entities' contribution to the national and Europ&upervisory Authorities must therefore be
reallocated, and a further overall increase in supery costs should be avoided. Any

subsequent changes should be based on the greatsble degree of transparency, and
rigorous control mechanisms need to be put in plRceper control of overall resources also
needs to be ensured. The financial sector shougphpmpriately involved in this.

Undoubtedly, these proposals represent a majorfeteard, but they are not yet the end point.
The Committee endorses the statement on this irettent reflection paper on the deepening of
the EMU', in particular thatthe gradual strengthening of the supervisory fraowwshould
ultimately lead to a single European capital masketipervisdl. The final objective is also put
forward in the Five Presidents' Reﬁ&mf mid-2015.

The current proposals are based on a phased appréas approach seems particularly
appropriate, especially in the phase of constrgatie cMU° and taking into account both the
diverse situation and ambitions in the Member Statnd the many global economic,
technological and other policy challenges and dgraknts that are emerging.

The Committee is also pleased that the proposalbased on the operational experience of the
European Supervisory Authorities, the work dondghgyCommission and the recommendations
of the European Parliament, as well as the intendiglogue with all stakeholders and a broad
public consultation with all interested parties.eT&@ommittee believes that this approach is

18
19
20

Document of 31 May 2017, p. 21. Setps://ec.europa.eu/commission/sites/beta-palffiles/reflection-paper-emu_en.pdf

Document of June 2015, point 3.2, p. 14. 8@s://ec.europa.eu/commission/sites/beta-pdlfiles/5-presidents-report_en.pdf

Thirty-eight further building blocks for the CMtd be in place by 2019 are listed in the Commuidcatrom the Commission on
the Mid-Term Review of the Capital Markets Uniontida Plan of 7 June 201Z0M(2017) 292 final
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correct and appropriate. It makes it possible taioklthe best possible results, taking account of
specific circumstances, which can draw on the lestgossible acceptance. It therefore
explicitly suggests continuing to use the approigcthe future, both to regularly review the
rules, as well as when new steps are taken towlaed$nal objective (see above).

3.21 At all times, the focus should be on creating @lglaying field in EU financial markets, both
in the euro area and for the other Member Statdevél playing field should also be provided
vis-a-vis other providers from outside the EU. Tiki®nly possible if the rules and supervision
in force in those third countries pursue the sahjeatives as those in the EU.

3.22 The proposal to transfer certain supervisory powerghe area of insurance from national
supervisors to the European level ties in withdbsire to extend EU supervision of financial
markets and thus contribute to the realisationhef €CMU. This will contribute to greater
supervisory convergence and a level playing fietdadl market participants.

Brussels, 15 February 2018

Georges DASSIS
President of the European Economic and Social Cteeni
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