
 

 
 
 
  

 

 
 

 
Response of the Autorité des Marchés Financiers (AMF) 

To the European Commission’s Working document : 
« Competition in securities trading and post-trading - Issues Paper » 

 
 
 
The French securities regulator, the Autorité des Marchés Financiers (AMF), shares the conviction 
expressed by the European Commission that financial market integration in the European Union (EU) is 
critical for reaching the objectives of the internal market and that it is key to the Lisbon Strategy for 
economic reform.  
 
The AMF was therefore greatly interested in the preliminary findings of DG Competition’s stakeholder 
survey on desirable market changes, especially as regards competition. The AMF has already 
responded favourably to any initiative that promotes integration and consolidation, so long as the players 
compete on a level playing field, thus ensuring that integration contributes to greater economic efficiency 
and strengthens the security and financial stability of the market and its infrastructures.  
 
 
Fair competition and free access must be based on a clear definition of functions and, more 
specifically, on the distinction between infrastructure functions and banking functions. 
 
The AMF would like to stress that, by using the term “users of trading and post-trading services”, the 
report refers explicitly to the trading units of major investment banks and specialised brokerage houses. 
The discussion of the problems encountered could benefit from a contribution from the post-trading 
services industry and, more specifically, securities settlement services. 
 
This is because one of the issues in the debate about integration and consolidation centres on the 
question of whether a central securities depository (CSD) should be able, like banks, to engage in 
lending activities. This would mean combining the CSD’s core services of securities settlement and book 
entry registration, which are essentially services of public interest1, with riskier non-core services 
including banking services such as lines of credit and securities lending, or accepting “commercial 
money” for securities settlement.  
 
CSDs ensure the proper execution and safe delivery of securities and payments for all investors in the 
financial markets; and in many Member States they also certify the number of outstanding securities for 
issuers. They are the hub of the securities settlement infrastructure. Their purpose is to serve market 
participants by enabling them to settle their transactions in a safe environment where systemic risk is 
strictly controlled, in part through the exclusive use of central bank money for securities settlement. 
Consequently, it would seem that such tasks are not compatible with activities that give rise to systemic 
risk. Therefore, the entities within a group that perform banking functions and offer banking services 
should be segregated from those that perform CSD functions (or manage the securities settlement 
system). 
 

                                                           
1 In some Member States, such as France, these tasks are specifically stipulated by legislation, and CSDs are 
sometimes said to perform a "notorial" function 
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Furthermore, the AMF reasserts its commitment to the principle of fair, non-discriminatory access to the 
CSD and the securities settlement system run by it, in accordance with the principle of free choice for 
financial intermediaries and issuers.  
 
Governance should be a tool for managing potential conflicts of interest between stakeholders within the 
same CSD, namely its shareholders and users. The possible risks arising under these circumstances 
should be identified.  
 
For-example, a shareholder, no matter what its profile is – issuer or investment services provider,  may 
or may not be a user of the infrastructure. Shareholders would aim at maximising dividends and might 
support decisions by the board of directors that are not in the users’ best interest, such as developing 
activities in competition with users or putting up stricter entry barriers for competing users. Some 
shareholders may also be customers or suppliers of the infrastructure. Therefore, organisational rules 
need to be established to manage conflicts of interest and to avoid treating one shareholder more 
favourably than another. Two of the many avenues for handling conflicts of interest could be explored: 
appointing independent directors or having non-shareholder users represented on the board of directors.   
 
 
Competition may contribute to integration and consolidation, as long as the risks associated with 
each function are taken into account. 
 
The report's findings on barriers to competition in clearing and securities settlement are helpful, and they 
would undoubtedly benefit from a review of the current situation in EU countries. It would be helpful to 
look at the factors that have shaped the current structure in order to define a better approach for the 
future. 
 
For example, it is clear that the structure of European clearinghouses (or central counterparties, CCPs) 
has been determined directly by the reorganisation of the exchanges to which they are linked. CCPs 
were originally set up as technical adjuncts of exchanges, primarily for derivatives markets. They were 
merged as the exchanges restructured and, more specifically, with the creation of the Euronext group, 
which led Clearnet to extend its business to other Euronext markets and to the merger with London 
Clearing House (LCH) after the takeover of LIFFE.  
 
Users who advocate a single CCP in Europe, like the one already in place in the United States (for 
securities only), cite the cost savings generated by mergers between clearinghouses. The size of the 
investments required in computer systems means that the potential economies of scale are 
considerable. In addition, the pooling of risk management systems means that users could reduce their 
net positions and hence their collateral requirements. However, merging CCPs in Europe could lead to 
two types of risk which would require the prior implementation of appropriate control measures. First, the 
transitional phase, while the merger takes effect, is a delicate period. It requires huge investments in 
complex computer systems and major changes in users’ systems that are connected to the CCP system. 
Secondly, a single CCP in Europe would mean that counterparty and liquidity risks involving substantial 
amounts would be concentrated in a single place, because the CCP would handle both securities and 
derivatives, unlike the American system. Finally, user-based governance must ensure that efficient risk 
coverage is not jeopardised by considerations relating to CCP membership fees.   
 
 
Concentration rules 
 
One of the suggestions made in the table in the report's conclusion seems to propose that concentration 
rules, and other rules having the same effect, should be eliminated without waiting for the Markets in 
Financial Instruments Directive (MiFID) to enter into force. The new competition between trading venues 
has as its corollary the reinforcement of obligations linked to best execution as well as greater pre and 
post trade transparency.  Together they form a whole. Thus, MiFID is undoubtedly one of the European 
measures that has the greatest impact in the realm of financial services, both for market participants and 
for regulators. Accordingly, such a move is untimely and likely to lead to unforeseen consequences.  
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All EU Member States are busy transposing MiFID, having set up procedures for consulting all of the 
stakeholders. Transposition will bring about major changes that call for coherent support and action.  
 

*** 
 
 
 
 

In conclusion, the AMF reasserts its conviction that competition can contribute to the integration and 
consolidation of financial markets in the EU, in close conjunction with measures to protect the stability of 
the financial system and, more specifically, of securities markets. This objective implies that due 
consideration must be given to the associated risks.  
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