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Market Growth
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Market Integration
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Market Integration
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Market Integration
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The Value of Integration

• Suppose:
– Volatility 15%
– Interest Rate 4%

• The annual value of a 1 percentage point decrease in volatility 
(from 15% to 14%) is equal to 40 basis points
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Barriers to Efficient C&S: Private Sector

Progress Assessment

1 Diversity of IT Platforms / 
Interfaces

Common Protocol 
Established Adoption? 2011

3
Different Rules 

Governing Corporate 
Actions

Dividend and interest 
distributions standards 

finalized

Interconnected with other 
barriers.  Adoption not 

forecast

4 Abesence of Intra-Day 
Settlement Finality

ECSDA Standards 
Adopted

Expected major impact 
from T2S

6 Differences in Standard 
Settlement Periods No Action Yet

Could Accellerate with 
Dismantling of Other 

Barriers

7
Differences in Operating 

Hours and Settlement 
Deadlines

ECSDA Standards 
Adopted

Expected major impact 
from T2S

8 Differences in Securities 
Issuance

All ANNA members 
issuing ISIN numbers 

same day
Dismantled

Barrier
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Barriers to Efficient C&S: Public Sector

Progress Assessment

2 Restrictions on Location 
of C&S

MiFID covers aspects of 
this

Code of conduct cover 
other aspects?

5 Impediments to Remote 
Access

MiFID covers aspects of 
this related to investment 

firms
Impact from T2S

9 Restrictions on Location 
of Securities

Legal Certainty Group 
studying this No clear progress yet

10 Primary Dealers 
Restrictions Collapsed into Barrier 2 See barrier 2

11 Restrictions on 
Withholding Agents

FISCO completed Fact 
Finding Report

Governments / 
Commission will have to 

take initiative

12 Restrictions on Tax 
Collection

FISCO completed Fact 
Finding Report

Governments / 
Commission will have to 

take initiative

13 Absence of EU/Wide 
Framework of Laws

Legal Certainty Group 
reviewed and will offer 
solutions by end 2007

Governments / 
Commission will have to 

take initiative

14 Legal Treatment of 
Netting

Collateral Directive has 
removed much uncertainty

Legal framework will help 
complete removal of barrier

15 Conflict of Laws See Barrier 12
Governments / 

Commission will have to 
take initiative

Barrier
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Perspectives on Systemic Risks

• Inreased levels of risk-adjusted capital at the core of the system. […] In the United States, 
for example, tier-one risk-based capital ratios have stabilized near 8.5 percent, 
considerably higher than the estimated levels around 6.5 percent for the early 1990s. […] 
We have very limited ability to predict the sources of stress to the financial system, but if 
the cushions at the core of the system are robust, the risk of a systemic crisis will be 
diminished, and central banks will have greater ability to mitigate the broader damage to 
the economy. [Federal Reserve Bank of New York, September 2006]

• […] some concerns have been voiced that the efforts of banks to hedge their credit risks 
may have led to concentration of risk outside the banking system.  The available data are 
insufficient to make a sound assessment of this hypothesis, but if current trends continue, 
it is likely that traditional methods for assessing the ability of the banking system to cope 
with credit cycle deterioration will need to be radically adjusted. […] it is difficult to assess 
how the market would function in the event of a collapse of a key hedge fund or a cluster 
of smaller funds that were particularly active in the protection side of the CRT market.  
For instance, there are some concerns that a hedge fund failure could imply that credit 
protection is not available for protection buyers when it is most needed.  [European 
Central Bank, December 2006]


