
Réponse de l’AMF à la consultation  “Reforming the structure of the EU Banking Sector”  

The remit of the French financial regulator, AMF, is to: 

 safeguard investments in financial instruments and in all other savings and investment vehicles 

 ensure that investors receive material information 

 maintain orderly financial markets. 

From this standpoint, the AMF is particularly concerned by the issue raised in Question 5 in the consultation. It will 

confine its answers to this subject. 

 

 

5. What are the costs and benefits of separating market-making and/or underwriting activities? 

Could some of these activities be included in, or exempt from, a separation requirement? If so, 

which and on what basis?  

 
This question is one of the most structuring for the implementation of the future reform of the European 

banking sector. From this point of view, the AMF shares the aim of the Commission, which consists in 

allowing deposit banks to carry out only activities identified as being beneficial to the financing of 

economy
1
.  

From this point of view, the AMF support the Commission’s proposal of “ Narrow” trading entity and 

“broad” deposit bank”.  

Market making is identified as being one of the trading activities which are useful for the economy. Market 

making involves the use by a financial firm of its own account, but several criteria allow to distinguish it 

from speculative trading. This distinction has already been initiated by the European legislator in the 

Regulation on short selling and certain aspects of CDS, and makes possible the continuation of this 

activity within the ‘DB’ (Deposit bank) possible.     

 

1. Market making is an activity useful to the economy  

 

The primary market is the focus for business financing
2
 through initial public offerings, rights issues, bond issues, 

and so on. Explaining how market making is useful for financing economic activity means considering the different 

categories of investors that generally take part in a primary issue. 

 

Investors can be divided broadly into three categories, depending on their investment perspective: 

A – those able to hold an asset from issue to maturity; 

B – those that are unable to hold the asset to maturity but know how long they will keep it; 

C – those that do not know how long they will hold the asset. 

 

Investors in the first category are in a small minority, and most of the people wanting to invest their capital do not 

take part in an issue unless they believe the secondary market will function properly and be liquid enough so that 

the investment can be converted to cash when the need arises. 

 

This leads to the first conclusion: without a liquid secondary market, only a small number of investors will be in a 

position to finance the economy, namely those able to hold assets until maturity – basically, a handful of 

institutions or wealthy investors. 

 

A smaller number of investors would also mean a lower subscription price at the placement stage. If there is less 

competition between capital providers, they would have to subscribe for the assets at a lower price. In practice, 

this would mean that economic agents seeking to finance their business would raise less capital because there is 

less buy-side pressure. 

 

                                                           
1
 Page 5 of the Consultation report specifies « The rationale for separation of activities is to insulate certain bank activities that 

are particularly risky from those that are critically important for the real economy so as to protect depositors from potentially risky 

but socially less important activities.” 
2
 Not forgetting governments and some quasi-public institutions that rely solely or partially on market financing 



Significantly, if market makers do what they are supposed to do, then investors will be more confident of being 

able to cash out their assets on the secondary market. For the same reasons, it is the quality of the secondary 

market that allows economic agents to raise more capital. 

 

Another conclusion is that the liquidity of a financial asset is a basic component of its price, a component subject 

to multiple uncertainties and often overestimated.  
 

Market making is necessary to provide the market with liquidity, which is itself essential for the proper 

functioning of the market and for the confidence of investors. It is an activity useful for the financing of 

the economy.  

 

2. Market making activity, as defined and homogeneously framed at European level, shall be 

authorized 

 

The Regulation on short selling (Regulation (EU) N°236/2012 of the European Parliament and of the Council of 14 

March 2012 on short selling and certain aspects of credit default swaps) has already given a definition of the 

market making activity aiming to provide the market with liquidity. These definition has also been subject to more 

detailed specifications in the guidelines elaborated by the ESMA (Guidelines on the “Exemption for market 

making activities and primary market operations under Regulation (EU) 236/2012 of the European Parliament and 

the Council on short selling and certain aspects of Credit Default Swaps”), which specify some criteria to 

determine what can be considered as being a “market making” activity in Europe. 

In addition, the current revision of MiFID also includes references to the activity of market making, particularly on 

trading platforms3.  

By applying a unique European definition, and simple qualitative and quantitative criteria, it is possible to identify 

correctly and precisely which activities can be characterized as 'market-making' and thus be maintained within the 

scope of authorized activities for deposit banks4. 

 

In this context, the AMF considers that it is possible and desirable to identify and separate 'market 

making' activities, which are beneficial to the economy, from those of the own account activities which 

are purely speculative. For this purpose, the structural reform will be part of the regulatory efforts already 

undertaken by the European regulator to define the market making activity. 

 

 

 

 
 

 

 
 
 
 

                                                           
3
 This Directive is still under negotiation, and the definition of 'market maker’ or ‘market making’ shall expressly be made 

consistent with that of the European regulation on short selling. It will also be noted that market making can be carried out by a 

provider on a trading platform, but outside of it (as systematic internalizers do). 
4
 Several qualitative criteria can be used, as an ad hoc authorization to perform market making as an investment service. 

Among the quantitative criteria, different criteria can be used depending on whether the market is order-driven (presence time 

during the trading session, buy/sell spread, size of the orders compared to the average trading size) or price-driven 

(transparency requirements, written binding agreement with the platform including requirement of a continuous and regular 

presence, minimum number of players required to qualify a platform). 


