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Light and shadows in Europe’s new Action Plan for Capital Markets Union
ECMI Commentary |  October 2015 | By Diego Valiante

The European Commission’s new Action Plan for Capital Markets Union, unveiled on September 30th, consists in a nutshell of a short list of 
technical proposals and a longer one of (rather general) potential actions. Overall, the plan indeed proposes to achieve some short-term 
objectives, such as a reduction of listing costs for SMEs, but it lacks long-term vision. The plan bundles actions under rather generic objectives 
of long-term finance or cross-border investing. Improving the informational infrastructure (e.g. accounting standards, company data) and 
cross-border enforcement of rules is left to vaguely defined future actions, but these constitute the core of the capital markets infrastructure. 
Without a well-defined set of measurable objectives, the whole plan may lose political momentum and become an opportunity for interested 
parties to cherry pick their pet provisions. Building a single market, i.e. removing cross-border obstacles to capital circulation, is too challenging 
a task to simply appear as one of many items on a long list of general objectives, which incidentally do not include institutional reform. The 
ultimate risk is that the Commission may just miss a unique opportunity to revamp and improve the financial integration process in Europe 
after almost a decade of harmful retrenchment. Download the full commentary at ceps.eu.

Detailed CMU Action Plan, but more (ambition) is required
ECMI Commentary |  October 2015 | By Karel Lannoo

The concrete outcome of the Commission’s Action Plan for a Capital Markets Union (CMU) consists notably of a call for the removal of 
constraints to facilitate SME financing and recognition of the need to facilitate infrastructure financing and securitisation through changes to 
the solvency II Directive and the capital requirements Regulation. However useful these proposals may prove to be, this Commentary finds 
that they do not address the main problem in Europe’s capital markets, namely that European household savings are not finding their way into 
more rewarding investments, which is caused by a variety of factors that cannot be easily changed. Download the full commentary at ceps.eu.

    PUBLICATIONS

The financial and economic crises have led to an enormous plumbing exercise, involving a fundamental re-design of the global and European 
regulatory and supervisory system. This book systematically assesses the big items on the G-20 and EU agendas and the effectiveness with 
which they have been implemented in the EU. Its publication coincides with the demand by European Commissioner Jonathan Hill, in the 

context of the Capital Markets Union, for a ‘comprehensive review’ of the impact and coherence of EU 
legislation in the area of financial services. Karel Lannoo argues in the book that much has been done 
by European policy-makers to make the financial system safer and to prevent banking crises of the 
magnitude that erupted in 2008 and 2011, but that the new framework puts an enormous burden on 
banks and supervisors to implement and enforce it correctly.  With the huge amount of secondary or 
‘level-2’ legislation in place, this process has spiralled out of control, and as member states always find 
new ways of ‘gold-plating’ EU rules, the EU always finds further reasons to achieve a ‘single rulebook’. This 
process has to be brought to a halt, and mutual recognition, a basic single-market principle, reinforced.  
The new framework also brings huge advantages, which should offer benefits to all parties. Banking 
Union is a huge step forward, which introduces ‘one-stop shopping’ for banks in the eurozone, another 
basic single market principle, and a true single supervisor. The clarity of the new resolution framework 
should, if correctly applied, trigger early intervention and bring an end to forbearance, thereby enforcing 
market discipline in the banking sector. It should also avoid reliance on taxpayers’ money to bail-out 
banks in trouble, which totalled 14% of EU GDP during the crisis. The book can be purchased from the 
Rowman and Littlefield International’s (RLI) website.

The Great Financial Plumbing: From Northern Rock to Banking Union
CEPS Paperbacks | October 2015 | By Karel Lannoo
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TASK FORCES AND RESEARCH PROJECTS

European Capital Markets Expert Group (ECMEG) Final Report 
Forthcoming |  February 2016

The forthcoming Final Report of the European Capital Markets Expert Group (ECMEG) is a comprehensive review of financial integration in 
Europe. The Capital Markets Union (CMU) project is an opportunity to repair financial integration after the recent financial crisis. The report is 
a comprehensive assessment of major barriers to capital markets integration, as well as an assessment of the prospects for financial markets 
in Europe. The lack of private risk sharing via capital markets is also a major obstacle to advance the single market for goods and services, 
which has been on a standstill in recent years. The report will be launched in early 2016 and will include four chapters: a review of the 
European financial integration process, an assessment of the literature on risk sharing and financial integration, a review of the current status 
of financial integration across markets, and a methodology to identify and prioritise policy actions to overcome barriers to further capital 
market integration.  The full report will be availabe in February on the ECMI website.

Study on exemptions for third-country central banks and DMOs under MiFIR and MAR 
November 2014 - June 2015

In October 2014, the European Commission (DG FISMA) awarded the Centre for European Policy Studies (LEAD) and the University of Bologna 
(PARTNER) with a contract for a study on exemptions for third-country central banks and other entities under MiFIR and MAR. The main 
purpose of this study was to provide the European Commission with an independent assessment on whether or not the exemptions that 
could be granted under Article 1 (6) to (9) of MiFIR and Article 6 of MAR to third-country central banks and public institutions in charge of, 
intervening in, public debt management, are appropriate and necessary. The consortium was responsible for undertaking legal and economic 
desk research and run in parallel a questionnaire-based survey. The study reviewed the following jurisdictions and the operational framework 
of central banks and debt management offices for the following countries: Australia, Brazil, Canada, China, Hong Kong SAR, India, Japan, 
Mexico, Singapore, South Korea, Switzerland, Turkey, and the USA (as well as the BIS under MiFIR only). The final study was delivered to 
the European Commission on June 30, 2015, and will serve as a basis for the reports to be submitted by the European Commission to the 
European Parliament and EU Council.

STATISTICS

2015 ECMI Statistical Package
Published | October 2015

The ECMI Statistical Package presents a comprehensive collection of most relevant data on various segments of European and global capital 
markets. It enables users to trace trends so as to highlight the ongoing transformations of capital markets, including the structural changes 
brought about by competitive forces, innovation, and regulation. It represents an important step towards overcoming the existing data 
fragmentation on the evolution of European capital markets by offering a ‘one-stop-shop’ for market participants, regulators, academics and 
students. The 2015 version contains data on equity markets, debt securities, securitisation, covered bonds, exchange-traded and over-the-
counter derivatives, asset management, mutual funds, insurance companies and pension funds, and global comparative data. Each table 
is associated to a figure, giving a visual overview of the most important trends. A user-friendly navigation is embedded in the programme 
allowing users to explore the comprehensive package in an easy, yet purposeful manner.

    
       Click here to download the table of contents,
       a full description and sample figures.

      ECMI members can download the package for free 
      by requesting a log-in and password at ecmi@ceps.eu.
      
      For non-members, the package can be purchased 
      via the CEPS website.
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RECENT EVENTS

Navigating the storm: Setting long-term goals in volatile market conditions?
2015 ECMI Annual Conference | Brussels | 20 October 2015

The 2015 ECMI Annual Conference was organised in cooperation with Imperial College London and brought together academics, policy-
makers and market participants from across Europe and beyond. The conference was opened by a wide-ranging and in-depth keynote speech 
delivered by European Commissioner Jonathan Hill, who described Capital Markets Union (CMU) as a classic single market project, intended 
for all 28 member states. The Action Plan takes a long-term view, aiming to build CMU step-by-step and bottom-up, he said, by identifying 
barriers and eliminating them down one by one. This approach is in contrast to Banking Union, which is a top-down project. The first session 
of the conference was devoted to a discussion of the key factors that will drive further financial integration and private cross-border risk-
sharing but also the interplay between the implementation of financial regulation and the organic development of larger and more liquid 
capital markets across the EU. The effectiveness of quantitative easing (QE) programmes conducted by major central banks and the path 
towards a normalisation of monetary conditions were analysed in the second session, with panellists voicing concerns over excessive risk-

taking behaviour, distorted market prices and redistributive effects. In 
the third session, panellists argued that a structural shift towards more 
market-based finance is inevitable. A vast restructuring of the financial 
landscape is already under way with asset managers fundamentally 
changing the way in which financial markets function, but it will take 
decades for capital markets intermediation to become mainstream. In 
the final session, the need to reconsider the regulatory framework around 
margining requirements and crisis management of centralised market 
infrastructures, such as CCPs, was highlighted. The large exposures of 
CCPs and their extensive interconnections can make them systemically 
vulnerable. Confidence in underlying markets could be severely tested if 
CCPs’ activities were to be disrupted. A detailed report will be published 
soon on the event page.  
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Automated and High Frequency Trading, Latency, and Financial Regulation 
CEPS-ECMI closed-door workshop | Brussels | 20 November 2015

High-frequency traders (HFTs) can trigger cascades and spirals, due to their highly correlated algorithmic trading strategies, thereby 
exacerbating market shocks, particularly in stressful times. It may also be problematic if HFTs succeed in crowding out long-term risk-bearers, 
slower traders from the market. There is a lot of complaining from the buy side about HFTs, especially from institutional investors, but further 
‘good faith’ discussions on how best to cope with these technological and market changes are needed. HFTs need to have the buy side around, 
with their occasional trade orders, to actually make a profit. And one should not forget that HFTs connect buyers and sellers that happen to 
arrive at different times on different trading venues, which is critical for smooth functioning in the securities markets. Nonetheless, one should 
not overlook the fact that there are two categories of HFTs, the so-called ‘HF makers’, but also the ‘HF bandits’.  As for the contribution of HFTs 
to liquidity in Europe’s fragmented equity markets, internal research by ESMA has revealed that there are more duplicated orders across 
several trading venues for HFTs (around 30%), compared to non-HFTs (around 10%). It was also noted that many regulators and policy-makers 
are currently focusing on latency measures to slow things down so as to remove this advantage of HFTs, e.g. minimum quote life, adjusting 
time stamps. Recent empirical studies showed that trade platform latency and volatility are highly correlated and recommended mandatory 
disclosure of information on latency on an on-going basis. At EU level, the MiFID II provisions on the calibration of circuit breakers/trade halts 
to the liquidity of asset classes and the wide-market coordination were positively received. Some concerns were voiced, however, on the use 
of circuit breakers, e.g. there is no need to shut down the entire market, five-second trade pauses when one cannot submit/modify/cancel 
orders should suffice. 

http://www.eurocapitalmarkets.org/2015AC
http://www.eurocapitalmarkets.org/taxonomy/term/7%2B1%2B2%2B10


UPCOMING EVENTS

Asset management in the EU - which way forward? 
ECMI half-day conference | Brussels | 10 March 2016

Notwithstanding the significant steps taken in the past decade (UCITS, AIFMD, PRIPS and KIID), the European asset management sector 
remains highly fragmented along national borders, resulting in suboptimal size of funds and higher costs for investors. Much more needs to 
be done in order to achieve a truly pan-European market that is competitive, attractive and transparent vis-á-vis its investors (in particular the 
retail segment). This is also one of the priorities listed in the Commission’s Action Plan on Building a Capital Markets Union, but is awaiting 
further clarification. The growth of the asset management sector has also directed policy-makers’ attention towards the industry’s business 
model and risk profile. Asset managers are also facing unprecedented challenges in meeting investors’ ever-rising expectations against a 
prolonged low-yield environment. The understanding of risks involved in asset management activities and the interconnectedness with the 
rest of the financial system is still developing. Please see the draft agenda for more details.

3rd Annual Symposium on EU-Asia Relations in Financial Services 
Symposium | Beijing | 25-27 May 2016

The EU-Asia Symposium is a closed-door event, which brings high-calibre speakers and a selected list of active participants from Europe and 
Asia, representing key European and Asian policy-makers, central bankers, market practitioners and academics. Further to the past successful 
editions in Singapore (2014) and Hong Kong (2015), the 2016 Symposium is tentatively planned to take place in Beijing. The 2016 event will 
cover a range of relevant topics for EU-Asia relations in financial services. Most importantly, the event will focus on bond markets in Asia, 
the G20 agenda (Basel 3 and beyond), the current challenges faced by the European-Asian asset management industry, the growing role of 
technological innovation, as well as the prospects for the Chinese stock market. Please see the draft programme for more details.
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Global financial markets liquidity: Is it running dry?
ECMI-CEPS lunchtime event | Brussels | 20 November 2015

This question served as the basis of discussion at an ECMI-CEPS lunchtime 
meeting, held on November 20th, at which PwC presented the main 
findings of their recent Global financial markets liquidity study. In its 
review of liquidity trends and prospects across a broad range of financial 
instruments and issuers, using a series of liquidity metrics, such as 
tightness, depth, breadth, resilience and immediacy, PwC found that some 
markets remain as liquid as before the financial crisis, whereas fixed income 
markets, especially in corporate bonds, reported recent deterioration. The 
overall analysis, which took into account structural, cyclical and regulatory 
factors, pointed towards continued downward pressure on market liquidity 
in the coming years. In general, it was found that most market participants 
are experiencing, and consequently adapting to a more difficult environment for market liquidity, with reduced bank trading activity in fixed 
income, evolving market structures and new trading behaviour.  With reference to a liquidity risk assessment recently performed by ESMA 
(European Securities and Markets Authority), it was showed that market volatility went down across many asset classes in the post-crisis 
period until mid-2014, when the trend was broken. Nonetheless, the causation is very difficult to establish given the confluence of multiple 
factors as well as the emergence of sudden market events. All panellists agreed on the fact that banking and capital markets regulation will 
play a significant, but not definitive, role in the near future. Fundamental structural changes are already underway and will continue. Market 
liquidity risk is also partially masked by extremely loose monetary policy, but this has the potential to change dramatically once monetary 
conditions come back to normal. With respect to market-making, it was argued that the business model is currently under stress and that 
trading platforms are effectively competing through technology and innovation with the traditional providers of these services. On the 
impact of pre- and post-trade transparency on liquidity in the fixed income space, it was stressed that replacing the request-for-quote (RFQ), 
the dominant trading method in fixed income, with the central limit order book (CLOB), the dominant trading method in equities, would not 
work as swiftly in practice as one would expect. A detailed report will be published soon on the event page.
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