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ECSDA RESPONSE TO DG COMPETITION ISSUES PAPER “COMPETITION IN EU SECURITIES 
TRDAING AND POST TRADING” 

 

The European Commission Competition DG has issued for consultation a working document on 

Competition in EU securities trading and post-trading on 24 May, 2006.  

 

ECSDA is the European Central Securities Depositories Association, composed by 39 (I)CSDs 

situated in the geographical area of Europe. ECSDA wishes to aim this response to the consultation 

document issued by the DG Comp. However we also propose this response for the information of DG 

Internal Market, since the working documents issued by the Commission have similar scopes. 

 

ECSDA appreciates the thorough consideration given by DG Competition to the subject. Nevertheless, 

ECSDA regrets that the period for reaction to the Commission publications is too short to afford a 

proper evaluation of the findings.  
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Proposals for Solutions 
 

DG Competition has invited the market to present concrete and realistic proposals for solutions to deal 

with a range of concerns set out in paragraph 103 of the Issues Paper.  ECSDA believes that market 

driven solutions will deliver lower costs and increased competition faster and more effectively than a 

directive and consequently has already made some commitments amongst its members and agreed 

on clear deadlines in respect of three key areas of concern for DG Competition: 

 

1. Removal of the relevant Giovannini Barriers 

ECSDA will continue to play a leading role with the industry in helping to find concrete solutions 

to barriers 3, 4 and 7 and has established firm timetables for their implementation.  ECSDA is 

also firmly committed and engaged in removing Barrier 1 and works with the European 

Securities Forum (ESF) on tangible measures and a plan for the implementation of harmonised 

matching rules. 

2. CSDs’ Interoperability 

ECSDA recognises the importance of developing interoperable solutions between its members 

and intends to include the development of such solutions as a new and specific ‘article of 

association’ for all members to pursue. Naturally, development of any such solution will continue 

to be subject to a sufficiently convincing business case.  

3. Members’ Transparency 

ECSDA shares the transparency goals of the Commission in its communication to the Council 

and the European Parliament (COM/2004/0312). In this regard ECSDA has developed a further 

comprehensive disclosure document for its members over and beyond the existing best-practise 

disclosure requirements of the Committee on Payment and Settlement Systems (CPSS) and the 

International Organization of Securities Commissions (IOSCO). The new ECSDA Disclosure 

Framework will allow, upon completion by its members, a full transparency of all of the 

arrangements for settlement of securities transactions and the potential risks associated with 
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these arrangements.  In parallel to this new Disclosure Framework, all ECSDA Members have 

undertaken to aim to publish price schedules on their public websites by the end of 2006. 

 

We believe these are tangible solutions that ECSDA members have proposed to respond to the 

concerns identified by the Commission.   

 

Where we agree with DG Competition 
 

We welcome the Commission's recognition of the significance of the costs relating to the Giovannini 

barriers and those related to the users’ back-offices related to the costs of connection and 

communication and of fiscal and legal issues.1 We are of the like mind with the Commission on the 

statement that "interoperability is facilitated where industry standards are widely available and 

implemented by all infrastructures". Lack of standards does indeed build a barrier to the development 

of a more competitive settlement process.2  This is why ECSDA is deeply engaged in drafting and 

implementing standards for the post trade industry and encourages the Commission to do the same in 

relation to the legal and tax barriers. In this respect, we also believe that it would be useful for the 

Commission to investigate if some of the market practices barriers could result in a lessening of 

competition3 and in a slowing down the process of interoperability. 

 

However, we wish to note that the (I)CSDs will not be able to implement the standards facilitating 

interoperability without commitment and action by other segments of the market and by other 

stakeholders. Indeed, it is not clear whether intermediaries and the central banks will have a real 

interest in using the interoperable links established between the (I)CSDs, knowing that these links will 

be suboptimal until all barriers (including legal and fiscal) are removed. This uncertainty makes it 

                                                 
1  Para 17 and 33 of the DG Competition document 
2  DG Competition para 82 and 85 
3   For example, the need to pre-match trades over the phone - as highlighted by EPDA - is expensive, slows 

down the whole post-trading process and hampers competition between domestic and foreign entities, 
making ineffective whichever attempt to increase the interoperability of post-trading systems.  
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difficult for (I)CSDs to justify the business case for the investments to further develop the links. This, in 

turn, reduces further the interest to use the links. ECSDA will shortly publish a detailed study on the 

operation of the links and also the potential barriers to using the links. 

 

In fact, (I)CSDs have already undertaken several measures, of different nature, which have allowed to 

reach significant results in terms of increased efficiency, reduction of price and opening up 

competition.  In the last years, there has been a widespread fee reduction among the services 

provided by (I)CSDs, while the complexity and the efficiency of operating solutions provided to market 

users have increased. Efforts have been made to ensure a higher level of standardisation and 

harmonisation in market practice and operating procedures and initiatives have been taken to increase 

the interoperability of platforms and widen the possibilities of choice of market participants. (I)CSDs 

have implemented facilities to support the interaction between central counterparties and to grant 

market participants the possibility to choose the settlement location. Finally, important results have 

been achieved in terms of transparency and open access which have been recognised by the 

International Monetary Fund in their assessments of post-trading services providers as to compliance 

with the recommendations stating the need to ”have objective and publicly disclosed criteria for 

participation that permit fair and open access”4.  

 

We support the Commission's view that the financial industry is subject to the application of national 

and EU competition law, as is any other industry. With a view to competition in the post-trade area, we 

believe that ex-post application of competition law – like in many other areas of the financial industry - 

is appropriate and sufficient. 

 

We also support the views of the Commission on promoting the abolition of all exclusive arrangements 

between all entities involved in the securities value chain.  This is a condition, together with 

interoperability in all stages of the securities value chain (trading platform to CCPs; CCPs to (I)CSDs; 

                                                 
4  Please see Recommendation 14 of the CPSS-IOSCO, “Recommendations  for Securities  Settlement   
     Systems”. 
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trading platforms to (I)CSDs) to effectively increase competition and give the opportunity to 

intermediaries to choose their own post-trading provider. 

 

We also agree with DG Competition’s notion that the infrastructure only captures a relatively small part 

(around 10 %) of the cost faced by the final investor.5 We can concur with the statement that the most 

significant differences between domestic and cross-border fees are not directly related to 

infrastructure fees.6  

 

We are pleased to note that the Commission has no a-priori position about governance arrangement, 

ownership or final market structure. We agree with the Commission's approach whereby the selection 

of the preferred post-trade model and ownership structures should be left to the market decide7. We 

also agree that encouraging the development of more competition is a more appropriate way of 

addressing the root of the problems than imposing a specific corporate structure8.  Such solution will 

also allow for continued innovation. 

 

ECSDA's View of the Economic Characteristics of the Industry and on Competition 

 

We agree that in post-trading there are tendencies towards scale economies deriving from network 

characteristics of the industry. However, these effects are not sufficient to warrant a single network or 

a single service provider. There is room for co-existing players and competition in a contestable 

market.   This might not be the first-best outcome from a technical and “allocative” efficiency 

perspective but it would be a market-led solution that would closely approach the first-best outcome.  

                                                 
5  DG Competition para 42 
6  DG Competition para 40 
7  DG Competition para 98 
8  DG Competition para 92 
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Some of these general solutions already have been suggested by academic research in the context of 

this industry9. 

 

We believe that the description of activities of (I)CSDs can not be reduced to any specific model and is 

not comparable to any other industry.  For instance, a comparison with telecoms seems not to provide 

an appropriate characterisation of the post-trade market10. We refer to a  study published on this 

subject.11  There are evident differences between the telecoms sector and the post-trading industry 

especially in respect of the role of the intermediaries in post-trading both in terms of competition, cost 

and market power.12  

 

Since the characteristics of the post-trading industry differ from the telecom industries, the economic 

analysis and the measures applied in the telecoms sector cannot just be copied in the post-trading 

industry. Moreover, the history of implementation and the purpose of the telecoms regulation differ 

significantly from the post-trading sector. ECSDA believes therefore that there are no empirical or 

theoretical grounds to parallel post-trading with telecoms. Imposing similar rigid measures such as 

separation13  between various post trading activities could turn out to be an exercise that destroys 

more value than it creates. We therefore encourage the Commission to proceed with utmost caution 

when making conclusions by analogy. Indeed, because of its unique characteristics, it is not clear that 

one can separate segments of the industry without destroying synergies or efficiency14. 

 

 

                                                 
9  Baris Serifsoy and Marco Weiss, - “Efficient Systems for the Securities Transaction Industry - A Framework 

for the European Union”, Johann Wolfgang Goethe-University, November 2003 
10  See DG Internal Market working document page 14 
11  G. Knieps: “Competition in the post-trade markets – A network economic analysis of the securities business”,  

Journal of Industry, Competition and Trade, Vol 6 (1),,p. 45-60, 2006;   Both documents are available on the 
Commission DG Internal Market website.  

12  DG Internal Market working document page 24 
13  DG Competition para 96 suggests to implement accounting separation in terms of custody and banking 

services including asset services for settlement 
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ECSDA calls for more information on the measures being contemplated 
 

We have to disagree with the Commission's notion that the limited degree of competition in EU 

securities post trading is striking.15 Instead, we concur with the European Parliament report adopted 

on 7 July 2005 on Clearing and Settlement in the EU maintaining that there is competition in the 

market for clearing and settlement services but that the degree of competition varies according to the 

service provided. The European Parliament takes the example of larger intermediaries performing 

clearing and settlement type services "in-house".   

 

DG Competition suggests regulatory action to address some of the concerns16.  We fail to see any 

evidence that this suggestion is in line with the general objective of the Commission’s competition 

enforcement of an effects-based approach based upon clear and predictable rules.  

 

Given that the Commission has recognised the relatively small share of the infrastructure in the overall 

cost structure and the significant role of the intermediaries, we have difficulties in understanding how 

the accounting separation suggested by the Commission would facilitate cross-border settlement if 

only applied to (I)CSDs.  

 

Should the Commission proceed with the idea of accounting separation and unbundling, it is crucial for 

ECSDA to understand where, for whom, and how such separation and unbundling should apply.  The 

European Commission should try to identify some general principles for pricing transparency and 

unbundling of services to be applied to all levels of the securities value chain. These measures would 

increase competition and would give final investors effective tools to verify the cost of their services.  

 

                                                                                                                                                                        
14   Patrick Van Cayseele, Christophe Wuyts:” Cost Efficiency in the European Securities Settlement and 
Safekeeping Industry”, July 18, 2005 
15  DG Competition para 24 
16  DG Competition document, para 103 
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With regard to issues relating to access, ECSDA notes that MiFID opens up access of financial 

intermediaries to settlement systems and to CCPs. Since the MiFID is not yet implemented, this 

impact has not taken full effect.  

We are convinced that in order to promote access and competition, the key elements are the 

improvement of interoperability and the removal of the Giovannini barriers, especially the legal and the 

fiscal barriers as the real cost drivers for cross-border clearing and settlement. 
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