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Introduction 

1. The Italian Banking Association (ABI), the representative of the Italian 
banking industry with over 800 member banks, welcomes the DG 
Competition issue paper on the degree of competition in the securities trading 
and post-trading markets. This work is of crucial importance to the creation 
of a truly integrated and efficient financial market. 

 
2. Our comments are designed to give the Commission: 
 

• considerations on trading and post-trading infrastructure from the 
standpoint of the necessary common European regulation of the clearing 
and settlement industry and from the standpoint of possible 
organizational models; 

 
• a contribution to the analysis of the cost of trading and post-trading 

services in Europe, with the initial findings of a survey by ABI on average 
clearing and settlement costs to the banks using the infrastructures; 

 
• specific observations on practical problems of competition raised in the 

issues paper and possible lines of action. 
 
 

Observations  

3. Trading and post-trading infrastructures are particular, in that they are 
responsible for the correct and secure execution of financial market trading, 
whose central, essential role in the economy is universally recognized. If they 
do not function efficiently, this may be a source of systemic risk. 

 
4. The C&S infrastructures, and in part trading infrastructures, are in a situation 

of substantial monopoly, and it is unlikely that in the absence of outside 
stimulus these infrastructures, which may enjoy the advantages set out in 
the Commission paper, will decide on their own to undertake corrective action 
to such practices or that users by themselves can modify the status quo.  

 
5. This said, in our view it is crucial to promote the efficiency and integration of 

the EU post-trading market by creating a common regulatory framework in 
Europe for CSDs, domestic and international alike, and CCPs. ABI put this 
request forward as far back as 2002 on the occasion of the Commission’s 
original communication on “Clearing and Settlement in the European Union: 
Main Policy Issues and Future Challenges” and more recently in response to 
the 2004 communication “Clearing and Settlement in the European Union – 
The Way Forward”. 
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6. It is certainly strange that  while the trading sector has been harmonized by 
the ISD and we are moving towards still closer integration with the entry into 
force of the MIFID, the post-trading industry, which is in a sense the “basis”, 
lacks even minimal harmonization, save for the settlement finality directive, 
which moreover bears on only a part of it and has been implemented in 
different ways in different countries.  

 
7. Thus if it has been deemed necessary to regulate trading, it is unthinkable 

that equivalent harmonization of post-trading could ever be achieved by 
market forces alone. 

 
8. In fact, many of the barriers to competition identified by the DG Competition 

affect most European financial markets (such as the presence in virtually all 
of Europe of exclusive vertical agreements between stock exchanges and 
CCPs and CSDs), and we do not believe that these barriers can be dealt with 
solely by the specific measures that the competition authority can devise at 
European level. In our view it would be more effective to intervene at 
regulatory level with a framework directive laying down the main common 
rules for all infrastructures. 

 
9. It is our opinion that as in other delicate industries such as 

telecommunications, energy and transport – where infrastructures have been 
carefully regulated because they are strictly related to the supply of essential 
services – here too public intervention is necessary to determine the 
standards by which the service must be provided.  

 
10. Therefore, direct intervention by European regulators is needed. A 

framework direction on C&S must introduce the definition of CCP and (I)CSD, 
lay down a common regulatory framework, institute the “European passport” 
for CSDs and CCPs so as to concretely implement the right under Article 34 of 
MIFID to free choice of the infrastructure for settling trades, and establish for 
these infrastructures rules on governance, ownership, segregation and limits 
to non-core business (such as securities lending, credit, and so on). 

 
11. More specifically, European legislation should envisage rigorous models of 

governance and ownership, with user-owned, user-governed cooperative-
type arrangements, so that users can properly express their needs and 
consequently affect the technical and business choices of the infrastructures. 
Further, the rules should favour separation of core clearing and settlement 
activities from non-core activities performed by CSDs, requiring that services 
generally entailing credit risk (e.g. credit, securities lending, fiscal services) 
be provided only by banks. In addition, there should be separate companies 
for banking business and for the infrastructures, to ensure that the latter, 
which are typically exposed only to operational risk, are not contaminated by 
other types of risk. Needless to say, to ensure a level playing field these 
governance and business separation requirements should be common to all 
the infrastructures and not applied just to those produced by any new 
consolidations. 

 



  ABI Position Paper 
 

 4/12 
 

12. To prevent “regulatory arbitrage”, it also would appear to be necessary to 
introduce common European-wide definitions of CCP and CSD, as the MIFID 
did for trading venues (regulated markets, multilateral trading facilities and 
systematic internalizers) and to create a system of oversight and supervision 
at European level to guarantee the soundness of post-trading with respect to 
potential systemic risks, which must necessarily be specified in the regulation 
on clearing and settlement, as called for above. 

 
13. As to organizational matters, in particular the question of vertical silos 

between regulated markets, CCPs and CSDs, let us note that this ownership 
structure does not necessarily have negative effects on competition or on 
users. What constitutes an effective barrier to competition, in fact, is the 
presence of exclusive arrangements between markets, CCPs and CSDs, 
agreements which are found throughout Europe, according to the survey that 
the DG Competition published in June 2005: “The detailed review of the 
current arrangements between trading clearing and settlement 
infrastructures shows that, at the present time, in the vast majority of 
securities cash markets in Europe, users have no choice with respect to the 
providers of clearing and settlement services that are to be used to clear and 
settle a trade in a specific security on a specific market.”1  

 
14. While these arrangements are bound to be reduced if not eliminated 

outright with the MIFID intervention in the trading sector, it would be good 
for the DG Competition to proceed with its monitoring to make sure that the 
MIFID’s rule on this matter is effectively implemented and that freedom of 
choice of suppliers is reality rather than mere theory. 

 
15. As to the possibility of horizontal integration between clearing and 

settlement infrastructures, first let us note that this will necessarily take a 
considerable amount of time, not just to devise appropriate technical 
solutions but also, indeed primarily, to harmonize the various legal and fiscal 
aspects, without which such integration could hardly occur. Here, the case of 
the United States can be considered exemplary: despite the existence of a 
single legal framework, a single regulatory authority and a single currency, it 
took practically two decades to create a common central securities 
depository, and this was achieved only thanks to substantial public 
intervention. 

 
16. Moreover, as noted above, in the case of a single European CSD and CCP, 

even assuming that their services would be economical, careful assessment 
would be needed of such factors as risk concentration and the consequent 
need to reinforce the mechanisms for risk prevention and management.   

 
17. The hypothesis of horizontal integration, though it has unquestionable 

benefits in terms of efficiency in maximizing economies of scale, spurring 

                                        
1 “Securities trading, clearing, central counterparties and settlement in EU 25 – an overview of current 

arrangements ”, June 2005, p. IX. 
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technological development and facilitating the “internalization” of settlement,2 
is not immune from antitrust problems. The characteristics of this market – 
an essential facility, bundling, privileged relations between agents – are 
grounds for concerns over potentially greater distortions and more concrete 
obstacles to the application of antitrust rules. In this case too, therefore, the 
solution would be common requirements on governance, ownership and 
unbundling. Here too, moreover, one must again consider the concentration 
of risk that would stem from horizontal integration, especially if there were 
not strict rules restricting these structures to the performance of core 
services only.  

 
18. As to technology, we think that at least in the short term it would be best to 

ensure real interoperability between clearing and settlement infrastructures 
(e.g., via DvP links between CSDs) rather than forced migration to a single 
system, which instead should constitute a long-term objective. 

 
19. Essentially, failing harmonization of the legal framework at least on the 

matters of substance (e.g. finality of transfer of ownership, protection in case 
of default, etc.), the benefits of any horizontal integration could be 
diminished and prove insufficient to cover the costs of migration of the entire 
C&S industry to a single system.  

 
20. In short, in its regulatory action the Commission should focus on European 

harmonization by means of a framework directive and, at least in the short 
term, on interoperability between infrastructures, including by way of 
effective enforcement of Article 34 of MIFID by the competent authorities 
(e.g. the constitution of efficient DvP links between CSDs). As far as 
structural intervention such as the separation of vertical silos and the 
creation of horizontal structures, these are choices that should be left to 
market forces within a common framework of European rules on governance, 
ownership and service unbundling. 

 
 

The costs of trading and post-trading 
services 

• Comparison of all-in costs of European infrastructures 

 
21. ABI appreciates the DG Competition’s study of the all-in costs of the main 

European trading and post-trading infrastructures. This analysis, which 
continues the work of the DG in years past, offers solid, reliable quantitative 
data for the European discussion on the future of the post-trading industry in 
recent years. 

                                        
2 Vertical integration has the countervailing advantages of a higher degree of straight-through-processing 

and potential economies of scope. 
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22. The findings of the study are most interesting, in particular for the evidence 

that the Borsa Italiana group is the least costly in the EU. This result strikes 
us as peculiar, however, considering that Borsa Italiana is not the leader in 
number of trades and thus does not enjoy any greater economies of scale 
than the other exchanges, nor is it the only one whose vertical integration 
gives it economies of scope and straight-through processing. 

 
23. On the trading side, moreover, Borsa Italiana has a strong monopoly 

position, in that Italian law requires trades to be carried out on regulated 
markets for listed shares and Borsa Italiana is the Italian leader in trading of 
these securities. In the settlement segment, Monte Titoli is a legal monopoly, 
in that under Article 69 of the Consolidated Law on Finance, which provides 
that all trades on Italian regulated markets, whatever the instrument (shares, 
bonds, government securities), have to be settled through a single 
settlement company, Monte Titoli has gotten the authorization of the Bank of 
Italy and Consob to perform this activity.3 

 
24. As to the evidence in the Commission document, without prejudice to the 

above observations, let us offer some possible reasons why Borsa Italiana 
turns out to provide the most economical services in Europe: 

 
• it has a user-oriented ownership structure, as the absolute majority of its 

equity is held by the Italian intermediaries that use its services;  
 

• there are a number of user-governance measures, such as two standing 
consulting groups with users: 

 
o the Consultation Committee, instituted by the statutes, which gives 

opinions on market regulations and the general plans and strategies 
for the development of the markets. The Committee consists of 
representatives of issuers, intermediaries and institutional investors; 

 
o the Express User Group (EUG), instituted with the launch of the new 

Express II settlement system to work for the widest possible 
consensus between the service operator (Monte Titoli), the authorities 
and the users; Monte Titoli consults the EUG on the technical aspects 
of the service. 

 
• The Italian CSD, Monte Titoli, chiefly provides core services and is not a 

bank.  
 

                                        
3 The article reads: “1. The Bank of Italy, in agreement with Consob, shall regulate the operation of the 
clearing and settlement service for transactions involving financial instruments other than derivatives, 
including the establishment of time limits and preliminary and supplementary duties. Such regulations may 
provide for the clearing and settlement service and the gross settlement service, excluding final settlement 
of the cash portion of transactions, to be managed by a company authorized by the Bank of Italy in 
agreement with Consob.” 
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• Information technology is mainly entrusted to SIA, the Italian leading 
provider of IT solutions and services for the international banking and 
financial community, which has supported the development of Italian 
financial markets and post-trading systems  from more than ten years. 

 
25. More generally, in our view better explanations for the differences in the 

cost of the trading and post-trading services of different European 
infrastructures could be obtained by a thorough study of factors such as 
productivity levels, the staff employed, service production costs, profits and 
dividends, and so on. It would be particularly interesting to compare a 
number of key indicators for all the infrastructures involved, such as profit 
per employee and profit per trade or settlement instruction. It would also be 
interesting, especially for the largest markets/CSDs in terms of trading and 
settlement volumes, to determine what portion of the benefits of scale 
economies is retained for shareholders and what portion is passed back to 
users. Such a comparison could bring out structural differences or 
divergences in strategy that affect the structures’ pricing policies. 

• Focus: ABI survey of settlement costs 

 
26. Late in 2005 ABI conducted a brief survey of its main member banks that 

use the C&S infrastructures, seeking to determine exactly how much more 
cross-border settlement costs than domestic settlement.  

 
27. Though the data given below are the product of an initial elaboration and 

may thus be subject to revision, they do provide evidence useful to the 
analytical discussion under way. ABI guarantees the absolute confidentiality 
of all data not in aggregate form. Naturally, we are at the disposal of the 
Commission for clarifications concerning the survey, if necessary.  

Methodology 

28. The sample consists of 14 Italian and foreign banks with branches in Italy 
whose securities (shares, bonds, government securities) deposited with the 
national CSD, Monte Titoli, amount to 69 percent of the total held by that 
structure. Eight of these banks, each holding more than 2 percent of the 
national total in deposit, are considered to be “large” and the other six, with 
less than 2 percent each, “medium”. 

 
29. The method of data collection was different from that followed in the DG 

Competition study. Each bank was asked to report the fees effectively paid 
to the settlement service provider (the Italian CSD for domestic 
settlements, the two European ICSDs for cross-border settlement of 
Eurobonds, and other intermediaries for the settlement of other cross-
border transactions) and the number of transactions settled. The ratio 
between these two figures gave the average cost per transaction. This 
average cost is more empirically based than estimates based on ex ante 
price lists, and it has the advantage of covering all the direct costs in 
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connection with settlement (such as the annual CSD membership fee and 
disclosure costs). 

 
30. The survey covered settlements effected by the Italian CSD (Monte Titoli) 

and cross-border settlements using foreign CSDs. Settlement of Eurobond 
trades (via Euroclear and Clearstream) were distinguished from that of 
securities deposited with other foreign CSDs. 

Domestic settlement  

31. The first conclusion is confirmation of the significant economies of scale for 
users. The average cost per settlement instruction is strictly correlated with 
the number of trades to settle. In 2004 the six “medium” banks sustained 
an effective cost of €1.34 per settlement, while the 8 “large” banks paid just 
€0.48. For the entire sample the average was €0.85. 

 
32. It is interesting to compare these findings with the price list published by 

Monte Titoli in 2004 for the Express II securities settlement system. There 
were two different pricing lines. Line 1, suitable for relatively large-volume 
banks (like all those in the ABI sample), involved a monthly fee of 
€5,500.00 plus a fee per settlement instruction that decreased as the 
number of instructions increased, with a regressive marginal approach: 
from €0.25 per settlement for the lowest number to €0.07 for the highest. 
Line 2, presumably designed for low-volume banks, involved a monthly fee 
of €6,000.00, which included the first 50,000 settlements in the year, and 
€0.40 for each settlement beyond that. There were also other fees in the 
case of collateralization, securities lending, entry of instructions into other 
cycles within the Express II framework (the net daily cycle and/or the gross 
cycle) and special subscription and pricing for checking and rectification 
services in the case of OTC transactions. 

 
33. The consolidated accounts for the Borsa Italiana Group for 2005 contain a 

graph on the average settlement fee between 2002 and 2005, according to 
which the average settlement fee in 2004 was €0.18 per transaction.  

 
34. The foregoing indicates that prior estimates of costs based on published 

price lists are hard to make, given the difficulty of estimating actual costs 
sustained, insofar as there may be costs whose incidence or importance was 
not properly evaluated.  

 
35. A second consideration bears on the difference in the costs of services 

provided by public and by private institutions. The Italian post-trading 
market is an excellent example. In 2003-2004 we went from the public 
securities settlement system (Liquidazione dei Titoli, LdT) operated by the 
Bank of Italy to the private Express II system operated by Monte Titoli.  

 
36. Although it is not easy to indicate in quantitative terms the advantage of the 

transition in terms of efficiency, the system’s users are generally agreed 
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that Express II has now achieved a very high level of efficiency, 
incomparably better than that of the previous settlement system. 

 
37. On the other hand, in terms of costs, the sample banks reported that the 

new Express II system entailed an average fee increase of 62 percent, from 
€0.52 per settlement instruction in 2003 under LdT to €0.85 in 2004 under 
Express II. Moreover, this covers only the increase in fees to the settlement 
service operator and not the indirect costs to the banks of adapting to the 
new system (IT changes, staff training, etc.). 

 
38. The conclusion, in short, is that the greater efficiency achieved with Express 

II together with the change from a public to a private service provider 
entailed not only substantial investment on the part of the system as a 
whole (both by Monte Titoli and by its members) but also an increase in the 
cost to users. 

Cross-border settlement  

39. The respondent banks’ costs for cross-border settlements were also 
surveyed, with special attention to Eurobond transactions via the two 
ICSDs, Euroclear and Clearstream, given the large size of that market. 

 
40. The data we obtained show that cross-border settlement costs can be much 

higher than domestic, especially for little-traded securities. This confirms 
the importance of scale economies and the findings of the Giovannini group 
on the higher costs of cross-border than domestic C&S. 

 
41. For the “medium” banks in our sample, the cost of a Eurobond settlement 

was around €2.00; for transactions on securities deposited in countries with 
which cross-border settlement is more frequent (i.e. US, France, Germany 
or the UK) the cost was on the order of €11.00 to €15.00, while for other 
countries (i.e. “bottom” countries, such as South Africa, New Zealand, 
Greece or Taiwan) the cost can come to as much as €95.00 per transaction. 
By comparison, let us recall that domestic costs came to €1.34. 

 
42. For the “large” banks, the corresponding average costs were lower: €1.60 

per Eurobond, €6.00-€11.00 for broadly traded securities (US, France, 
Germany, UK), up to €90.00 for “bottom” country securities. Again, for 
comparison, we recall that the average domestic settlement cost for these 
banks was €0.48. 

 
43. We also examined the average cost to the 14-bank sample for settling 

Eurobond transactions through the “bridge” between Euroclear and 
Clearstream, as compared with internal settlement. Eurobond trades, as we 
know, can be settled internally by the ICSD, when both counterparties have 
deposits with the same ICSD, or via “bridge” when one uses Euroclear and 
the other Clearstream.  
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44. It turned out that the sample banks sustained an average cost of €1.47 per 

internal settlement and €2.08 per bridge settlement. The fee difference is 
not marginal – around 40 percent. This could well represent the additional 
cost of interoperability compared with use of a single system. It must also 
be considered that the bridge between the two bond settlement systems is 
probably one of the best-tested instances of interoperability between CSDs 
and its efficiency has been constantly improved over the years. It is thus 
reasonable to suppose that the average cost of other present or potential 
links between CSDs or ICSDs could be even greater. 

 

Barriers to competition 

45. Below are comments on the specific concerns raised by the DG Competition 
on possible barriers to competition and ways to overcome them. 

Restrictive clauses in agreements between exchanges, CSDs and CCPs 

46. We share the concern over restrictive clauses between exchanges, CSDs and 
CCPs. Only their elimination – which is implicitly called for in Article 34 of 
MIFID – can bring about effective competition between different 
infrastructures at European level in the provision of trading and post-trading 
services to their users. 

 
47. In our view, the right of a CSD or CCP to provide clearing services to more 

than one exchange should be expressed, apart from the MIFID, in the 
hoped-for framework directive on C&S, reinforcing the principle and 
instituting rules that permit its effective exercise. The competent national 
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authorities should verify compliance and intervene to eliminate any 
agreements contrary to the principle, where they exist. 

Non-transparency of agreements within the industry 

48. In ABI’s opinion, transparency in agreements between different 
infrastructures in providing services is a most important issue owing to the 
limits to competition that result. After careful cost-benefit analysis, this 
could be a matter for second-level legislation. 

Non-transparency in infrastructures’ pricing 

49. The principle of total transparency in infrastructures’ price lists should be 
introduced in a future framework directive on C&S. The regulations should 
provide that exchanges, CCPs and CSDs be required to public their price list 
for all services. 

 
50. Also at second level, the rules should envisage measures to facilitate 

reconciliation between published price lists and the costs effectively charged 
to individual users, so that the latter can see the total cost that they 
actually sustain per transaction or per settlement instruction. 

Lack of accounting separation by providers of integrated services (vertical or 
not) 

51. The principle of accounting separation of the individual services (trading, 
clearing, settlement, etc.) provided by vertical silos should be established in 
the hoped-for C&S framework directive. The competent national authorities 
should be responsible for checking compliance and, where violations occur, 
intervening to eliminate any cross-subsidies. 

Elimination of the on-exchange trading  requirement 

52. We concur with the elimination of this requirement. It is worth noting that a 
political will on this point has already been achieved at European level, so it 
would not appear to be advisable to speed up the removal of the rule with 
respect to the entry into force of MIFID on 1 November 2007. The removal 
of the exchange trading requirement will certainly have significant impacts 
on the exchanges where it is currently in effect, and these consequently 
need sufficient time to get ready. 

Restrictive measures on qualification as primary dealer 

53. The problem of restrictions on the activities of primary dealers was 
examined by the Giovannini group (Barrier 10), which made national 
governments responsible for removing them. We consequently think the 
problem should continue to be dealt with in the CESAME group. 
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Possible “market failure” in the provision of integrated trading systems 

54. To provide incentives for the supply of technological interfaces permitting 
integrated access to trading services, the standardization of IT protocols 
between exchanges is needed, as SWIFT did to remove the Giovannini 
group’s Barrier 1, leaving it to technology providers under competition to 
create IT interlinking systems . 

 
55. The initiative should be mixed, with the joint presence of public entities (EU 

Commission, ECB, CESR) and private bodies (financial industry 
representatives, infrastructures, the main IT providers), so as to reach a 
consensus solution with low impact on costs. 

Lack of interoperability between CCPs and CSDs 

56. The principle of interoperability between CCPs and CSDs, implicitly 
contained in the MIFID, needs to be introduced explicitly in a future C&S 
framework directive. National authorities should see to the enforcement of 
Article 34 of MIFID and the effective creation of efficient links between 
infrastructures. 

 
57. It is in any case indispensable to study the costs that users will sustain for 

interoperability between CCPs and CSDs (as in the Euroclear-Clearstream 
bridge) and to verify, together with the industry, just how economically 
advantageous this solution is. 

Combination of execution with other brokerage services 

58. We agree that this issue shall be dealt with in the framework of work on 
MIFID. Should problems persist, the Commission could prepare a special 
report on the issue, patterned after those called for in Article 65, MIFID. 

 
 


