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EXECUTIVE SUMMARY  

1. Effectiveness and efficiency of the ESAs in accomplishing their tasks 

 LSEG supports the work of ESMA and the current framework, which has been 
effective so far, given the available resources and time pressures imposed by 
legislators.  

 Legislators should avoid imposing short implementation deadlines into the Level I 
legislation, as this does not allow for proper consideration of the issues. Development 
and implementation of complex Level II legislation has been challenging for both 
ESMA and industry and we believe that in certain cases (e.g. Short Selling Regulation 
and EMIR), this has had a negative impact on the quality (and level) of industry 
engagement and, ultimately, the resulting regulations.  

 We welcome ESMA’s continued focus on early identification of likely Level II 
engagement and early preparation for the required technical work. We believe that this 
will allow for more effective drafting of, and consultation on, regulatory technical 
standards and technical advice to the Commission. 

2. Work towards achieving a single rulebook 

 It is difficult at this stage to evaluate the effectiveness of work towards a single rule 
book, as there has not yet been sufficient time to assess the implementation of 
technical standards and guidelines issued by ESMA.  

 LSEG believes that regulators should aim for a proportionate approach, which is 
important when designing legislation and that there should be a deliberate use of 
calibration when tailoring provisions to the needs of different sectors of the market and 
the approach in different Member States.  

3. Direct supervisory powers 

 LSEG believes that it is too early to evaluate ESMA’s role as direct supervisor for the 
Credit Rating Agencies and trade repositories. It is not clear whether ESMA has 
sufficient human or financial resources to perform its assigned roles effectively, so we 
would suggest that ESMA should not be burdened with more direct supervisory 
responsibilities until these issues are addressed.  
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INTRODUCTION 

London Stock Exchange Group (LSEG) welcomes the opportunity to respond to the 
Commission’s consultation on the review of the European system of Financial Supervision. 

LSEG believes that a well-functioning financial services sector is vital for the competitiveness 
of the European economy. The development of consistent financial regulation underpins the 
efficiency of the single market, which is a pre-condition for the growth that the EU needs if it 
is to keep pace with other major economies.  

LSEG has significant experience of operating neutral, well regulated, fair and efficient 
markets in equity and fixed income. LSEG is Europe’s leading diversified exchange group, 
operating four trading venues (London Stock Exchange, Borsa Italiana, Turquoise, Euro 
MTS); four Central Counterparties (CC&G in Italy and three within LCH.Clearnet Group Ltd); 
and a Central Securities Depository (Monte Titoli). The regulated subsidiaries of LSEG are 
experienced in operating in a regulatory environment and having regulatory responsibilities in 
that context. 

We have been engaged with stakeholders from across the Commission, Parliament, Council 
and ESMA in the development of a broad range of EC legislation, in particular those arising 
out of the financial crisis. We have contributed to the debate and issues in a wide variety of 
regulatory measures, including MiFID, EMIR, MAD/MAR, CSDR, Short Selling, and the 
Prospectus and Transparency directives. 

We undertake regulatory interaction with a number of market regulators and central banks 
around the world. We also engage regularly with supranational regulatory bodies such as the 
International Organization of Securities Commissions (IOSCO).  

In our response, we give high level responses grouped around the sets of questions. We 
focus on the European Securities and Markets Authority (ESMA), as this is the ESA with 
which we have the most interaction. However, we also engage with the European Banking 
Authority (EBA) in a number of areas and so our more generic comments will apply to both 
ESAs. 

This submission represents the views and experience of LSEG, including London Stock 
Exchange plc, Borsa Italiana, and other market operators and investment firms within the 
LSEG. 
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RESPONSE TO QUESTIONS  

SECTION 1: The European Supervisory Authorities (ESAs) 

1.1. Effectiveness and efficiency of the ESAs in accomplishing their tasks 

This response is with reference to Q1.1.a – Q1.1.c 

1. Our overall assessment of ESMA is positive. We are supportive of ESMA’s governance 
framework and the staff. We believe that ESMA works well given the available 
resources and time, which are outside ESMA’s control. We would make the following 
points as ways in which improvements might be made: 

a) Mandates/Objectives 

LSEG sees growth as the single most important issue for the Union. We believe that all 
Single Market measures and their subsequent development in the institutions, 
especially those in the financial services sector, should concentrate on the potential 
benefits to the real economy, whilst also taking account of consumer protection and 
systemic risk. Therefore, we suggest that in addition to ESMA’s objective of improving 
the performance of the internal market, ESMA should be required to consider and 
prioritise the real economy (i.e. growth and job creation) when undertaking its role in the 
area of consumer protection and systemic risk. In this respect, the focus should be on 
access to capital (especially for SMEs), liquidity, innovation, job creation.  

b) Level I Timeframes 

The development and implementation of complex Level II legislation and guidelines, 
within short deadlines imposed in the Level I legislation, has been challenging for both 
ESMA and industry. For example, ESMA is now in the process of assessing firms’ 
applications to operate as trade repositories, including technical system solutions, 
before the reporting requirements for cleared trades have been finalised. This has 
resulted in uncertainty for trade repository applicants and market participants concerned 
about meeting implementation deadlines.  

c) Consideration of competitiveness 

In this regard, we believe that ESMA should give consideration of the impact of Level II 
measures and guidance in a global, rather than, a strictly EU context. Given the global 
nature of the majority of financial services regulation, it is incumbent on ESMA (in 
accordance with Recital 11 of the Regulation Establishing ESMA (1095/2010)) to 
prevent regulatory arbitrage and guarantee a level playing field, to ensure that EU 
regulated firms are not at a competitive disadvantage.  

d) Consultation and feedback 

We believe that ESMA can improve the Level II process by conducting more early 
engagement with stakeholder groups and market participants, both before the 
publication of a consultation exercise and after the closure of a consultation. For this 
reason, we welcome ESMA’s continued focus on early identification of likely Level II 
engagement and early preparation for the required technical work, including early 
engagement with stakeholders (for example on SME Growth Markets in MiFID II). We 
believe that this will allow for more effective drafting of, and consultation on, regulatory 
technical standards and technical advice to the Commission. 
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The adoption of a more consultative approach will deliver a truly constructive 
engagement between the Commission, ESMA and the various constituencies likely to 
be affected by proposals. This would enable all parties to identify the key issues and 
challenges, and work towards devising appropriate and proportionate responses. For 
instance, the feedback notes accompanying RTS proposals could be more 
comprehensive, and explain the reasons why ideas or proposals contained within 
consultation responses are adopted, or not taken up.  

1.1.1. Work towards achieving a single rulebook – regulatory activities 
1.1.2. Common supervisory culture/convergence of supervisory practices 

This response is with reference to Q1.1.1.a – Q1.1.2.a 

2. It is difficult at this stage to evaluate the effectiveness of work towards a single rule 
book, as there has not yet been sufficient time to assess the implementation of technical 
standards and guidelines issued by ESMA. We offer some thoughts on how this work 
could proceed: 

a) Codified laws 

LSEG believes that regulators should aim for consistency in EU financial regulation and 
that the EU Single Rule Book would play a vital role in establishing a harmonised 
regulatory regime. We suggest that consideration should be given to creating this as a 
codified set of the existing financial services laws/rules. This would provide a clear 
framework within which to develop the harmonised regulatory regime, allowing for the 
appropriate proportionality. 

b) Elimination of overlap 

We suggest that ESMA (and the other ESAs) should be at the forefront of work that 
should be commissioned to produce a report on overlaps across EU legislation to 
include definitions (e.g. the definition of OTC as between RMs and MTFs), corporate 
governance requirements, remuneration policies etc – this will act as a reference for 
legislators and the industry when considering future regulatory initiatives. 

c) Proportionate Approach 

However, though harmonisation is important in the effort to ensure consistency in the 
regulatory regime, we suggest that this should not mandate a “one-size-fits-all” 
approach to the regulatory process. A proportionate approach is important when 
designing legislation and there should be a deliberate use of calibration when tailoring 
provisions to the needs of different sectors of the market and the approach in different 
Member States. Strict application of harmonisation may have unintended consequences 
if there is no scope for flexibility to allow measures to be tailored to individual sectors 
and/or the objectives of a particular legislation.  
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1.1.3. Consistent application of EU law 
1.1.4. Emergency situations 
1.1.5. Coordination function (Art 31 ESAs Regulations) 
1.1.6. Tasks related to consumer protection and financial activities 
1.1.7. Direct supervisory powers 

This response is with reference to Q1.1.3.a – Q1.1.7.c 

Consistent application of EU law 

3. As discussed in paragraph 2c above, a proportionate approach is important when 
applying regulation, and we believe that though application of EU law should be 
consistent, this does not imply strict application, as this may have unintended 
consequences if there is no scope for flexibility to allow measures to be tailored to 
individual sectors. We believe that technical standards and guidelines (for example the 
guidelines for the market maker exemption in the SSR) should be open to calibration by 
the individual competent authorities to allow for the needs of different sectors of the 
market, and/or different approaches in Member States.  

Emergency situations 

4. With regard to emergency situations, as far as we are aware, ESMA has not yet had to 
use its emergency powers to investigate breaches or non-application of EU law, so we 
are unable to comment.  

Direct supervisory powers 

5. LSEG believes that it is too early to evaluate ESMA’s role as direct supervisor for the 
Credit Rating Agencies and trade repositories. However, the experience of the 
application process for trade repositories (see paragraph 1b) and the delay in 
implementing the reporting obligation for exchange traded derivatives might be 
interpreted as suggesting that ESMA has not had sufficient time, or resources, to 
effectively deliver its objectives in this area. So we would suggest that ESMA should not 
be assigned more direct supervisory responsibilities until these issues are addressed.  

1.2. Governance of the ESAs 

1.2.1. General governance issues 
1.2.2. Decision-making bodies and voting modalities 
1.2.3. Financing and resources 
1.2.4. Involvement and role of relevant stakeholders 

This response is with reference to Q1.2.1.a – Q1.2.4.f 

Stakeholder Groups 

6. LSEG believes that the Securities Market Stakeholder Group (SMSG) is effective in 
giving opinions on key issues. However, we suggest that SMSG might develop a more 
experienced membership, based on broader industry experience. This should include 
senior people with global experience, with a focus on access to capital (especially for 
SMEs), liquidity, innovation, job creation and risk management, which we believe should 
be a key part of the mandate of the ESAs. Nationality should not be the main driver for 
membership; rather this should focus on the skill and expertise that can be brought to 
the work of the groups. 
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7. In our opinion, consideration should be given to increased participation of vital but under 
represented groups, such as Corporate CEOs and entrepreneurs (the largest employers 
in the EU), as well as global institutional asset managers and retail investors; 
representatives from Industry Associations and lobby groups should not be part of the 
group. This would accord with Recital 48 and Art 37(2) of 1095/2010, where it states 
that the SMSG “should represent, in balanced proportions, financial market participants, 
small and medium-sized enterprises (SMEs), academics and consumers and other 
retail users of financial services”.  

8. It is not clear to us that the stakeholder groups’ approach to confidentiality and 
individuality of participation is consistent with the suggestion implicit in the consultation 
paper (Q1.2.4.f.), that the stakeholder groups (and other advisory committees) have a 
broader consultative role in terms of accessibility for stakeholders not directly 
represented in the groups; the groups do not publish their opinions, nor do they seem to 
be encouraged to collect wider views. 

9. We suggest that there should be more transparency around the work of the stakeholder 
groups and other standing committees that give advice to ESMA. As a start, ESMA 
could publish the advice it receives from these Groups and whether or not it has taken 
the advice into consideration when finalising technical standards, rules and guidance.  

 


