
Consultation on the Commission Review of the European 
System of Financial Supervision 

 
 

1. The European Supervisory Authorities (ESAs) 
 
1.1. Effectiveness and efficiency of the ESAs in accomplishing their tasks 

Name Adrian Hood  
Organisation Investment Management Association  
Contact details  ahood@investmentuk.org, or 020 7831 0898 
ID number of registered organisation in the Transparency Register 
 5437826103-53 
 
 
1.1.a. How do you assess the impact of the creation of the ESAs on the 
financial system in general and on (i) financial stability, (ii) the functioning 
of the internal market, (iii) the quality and consistency of supervision, and 
(iv) consumer and investor protection in particular? 
 
In general  
 
(i) financial stability: no comment 
 
(ii) the functioning of the internal market has been improved somewhat by the 
guidance provided by the ESAs, which has improved the consistency and 
harmonisation of financial services regulation across the EU.  
 
With regard to the guidelines and recommendations provided by the ESAs under 
Article 16 of the ESA regulations, we would welcome clarity over how these are 
made, to what degree they can be enforced, and by whom, especially with respect to 
the recent guidelines and Q&A on ETF and other UCITS issues. 
 
(iii) the quality and consistency of supervision has also been improved and made 
more consistent by the guidance provided by the ESAs. 
 
(iv) consumer and investor protection: no comment 
 

 

1.1.b. Do the ESAs’ mandates cover all necessary tasks and powers to 
contribute to the stability and effectiveness of the financial system? Are 
there elements which should be added or removed from the mandate? 
Please explain? 
 
We are not aware of any specific tasks or powers that the ESAs currently lack under 
Article 8 of the establishing regulation. They should, however, make sure that they 
make the most of the powers that they already have. We would emphasise the 
power to enhance regulatory coherence by developing guidelines and ensuring 
consistent supervision of financial market participants. 

 

 

mailto:ahood@investmentuk.org
http://www.esma.europa.eu/content/Report-and-consultation-paper-guidelines-ETFs-and-other-UCITS-issues
http://www.esma.europa.eu/news/ESMA-publishes-QA-ETFs-and-other-UCITS-issues


1.1.c. In your view, do the ESAs face any obstacles in meeting their 
mandates? If yes, what do you consider to be the main obstacles? Please 
explain. 
 
The main obstacle to their fully achieving their function has been the work-load 
required of them, combined with the resources available to them (both directly and 
via secondment from NCAs) and the time-lines provided to them.  
 
Too often the political process has taken longer than anticipated, eroding the amount 
of time available for the ESA work and final implementation by financial market 
participants.   

 

 
 
1.1.1. Work towards achieving a single rulebook - regulatory activities 

1.1.1.a. Do you consider that the technical standards and guidelines/ 
recommendations developed by the ESAs have contributed to further 
harmonise a core set of standards in the area of supervision (the single 
rulebook)? If you have identified shortcomings, please specify how these 
could be addressed. 
 
Where these have been developed then they have contributed, but the ESAs need to 
go further in many areas.  
 
The ESAs should be able to investigate how these standards etc. are applied in 
Member States by NCAs. 
 
The ESAs should go further in defining common terms used in the legislation and 
guidance, and ensure that these are interpreted in a consistent manner by NCAs 
across the EU.  

 

 

1.1.1.b. What is your assessment of the work undertaken by the ESAs as 
regards providing opinions (e.g. technical advice) to the EU institutions? 
 
While the work has been, at times of very high quality, there are other occasions 
where it has been rushed, as a result of unrealistic deadlines being imposed by being 
set in the level one text in absolute terms. As a result of political delays in finalising 
the Level One text the ESA has been left with insufficient time to produce a thorough 
and high-quality text, to the detriment of the financial services industry, the economy 
of the EU and investors. 
 
Deadlines in Level One texts should always be set in relative terms, with reference to 
implementation being a certain number of months after the Level One text is 
published in the Official Journal.  
 
The ESAs should be encouraged / required to conduct a thorough cost benefit 
analysis on the work that they are conducting, so that everyone can be confident 
that the benefits of the final output outweigh the costs on the industry, the economy 
and investors.  

 



 
1.1.2. Common supervisory culture/convergence of supervisory practices 

1.1.2.a. In your view, did the ESAs contribute to promoting a supervisory 
culture and convergence of supervisory practices? If you have identified 
shortcomings how could these be addressed? 
 
They have started on this process, but could take a more pro-active approach. 
 
The technical standards and delegated acts proposed by the ESAs could, if the ESAs 
had sufficient time, take more account of other related legislation, which is either 
affecting the same firms, or seeking to apply regulations on different firms but with 
the same aims. The ESAs should have a mandate to ensure that any of their output 
should consider consistency across different regulations affecting firms in a sector, 
and between different pieces of legislation affecting firms in different sectors of the 
financial services industry.  
 
The regulatory change agenda should be viewed holistically, not in silos.  
 
They could use the powers that they already have to do more work on assessing the 
varied implementation of European legislation by the different Member States. 
 
The ESA’s could keep publically available registers of who well each directive or 
regulation has been implemented, seeking further detail both through its own efforts 
and by soliciting evidenced submissions from third parties. 

 

 
1.1.3. Consistent application of EU law 

1.1.3.a. In your view, do the procedures on breaches of EU law (Article 17 
ESAs Regulations) and binding mediation (Article 19 ESAs Regulations) 
ensure the consistent application of EU law? If you have identified 
shortcomings how could these be addressed? 
 
They have not done so to date, and we understand that there have been no 
instances of binding mediation so far. Insufficient information is being collected by 
the ESAs on how legislation is being implemented, and where action is taken it is a 
very slow and laborious process. 
 
The ESAs should seek to do more work themselves in identifying the implementation 
of legislation in the Member States, and investigate how it can leverage work being 
done by third parties. Ideas should be sought on how the breaches can be 
remediated more quickly. 

 

 
1.1.4. Emergency situations 

1.1.4.a. Do you consider the ESAs' role in emergency situations 
appropriate? Please explain. 
 
From the example of the Article 26 submissions under the Short Selling Regulation 
the action taken in such situations by ESAs seem to be minimal. More work could be 
done to streamline the process, mandating the type of information that should be 



provided, both to evidence the need for the emergency action, and to clarify the 
scope of the emergency restriction for those who have to abide by them. 
 
The ESAs could also take more action to publicise any such actions, so that they are 
brought to the attention of all effected parties.  
 

 
 
 
1.1.5. Coordination function (Art 31 ESAs Regulations) 

1.1.5.a. Do you think that the coordination role of the ESAs is appropriate? 
If you have identified shortcomings, please specify how these could be 
addressed. 
 
We are not aware of the ESAs having conducted much of this activity to date.  

 

 

1.1.5.b. In your experience, to what extent have coordination activities 
carried out by the ESAs contributed to promoting a coordinated EU 
response to adverse market conditions? Please explain. 
 
We are not aware of the ESAs having conducted much of this activity to date.  
 

 
1.1.6. Tasks related to consumer protection and financial activities 

1.1.6.a. How do you assess the role and achievements by the ESAs in the 
field of consumer protection? Please specify the main achievements by 
each ESA. 
 
The ESAs could do more to ensure consumer protection by taking action to ensure 
both that NCAs are implementing legislation in a consistent manner across the EU, 
and that the legislation itself if consistent, both across sectors of the financial 
services industry (e.g. investment management versus insurance investment 
products) and between different pieces of legislation which overlap and affect the 
same firms in different ways (e.g. the numerous directives and regulations which 
cover remuneration: CRD IV; MiFID II; AIFMD; Solvency II and UCITS) 
 

 

1.1.6.b. Are you aware of the warnings that were issued by the ESAs so 
far? If yes, please specify which ones and whether they have contributed 
to improve consumer protection or any other objective of the ESAs. 
 
While the three warnings issued so far by ESMA appear to be sensible and accurate, 
I have not seen any evidence of these being picked up by the wider media or 
industry. I had only been aware of these documents because I had, as part of my 
job, signed up for email notices of any documents issued by ESMA.  
 
No matter how well designed or informative these documents may be they will have 
no effect unless they are read by members of the public. 

 

 



1.1.6.c. What are the main strengths and weaknesses of the current 
framework on consumer protection (Article 9 ESAs Regulations) and what 
would you suggest to address any possible shortcomings? 
 
No comment 

 

 
 
 
1.1.7. Direct supervisory powers 

1.1.7.a. How do you assess ESMA’s direct supervisory powers? If you have 
identified shortcomings, please specify how these could be addressed. 
 
No comments 

 

 

1.1.7.b. How do you assess ESMA’s performance for the registration and 
supervision of credit rating agencies (CRAs)? 
 
No comments 
 

 

1.1.7.c. Do you consider that further responsibilities of direct supervision 
should be entrusted on one or more of the ESAs, particularly with regard 
to institutions or infrastructures of pan-European reach? Please explain. 
 
We are not aware of any other areas of responsibility that could be entrusted to an 
ESA. Care should be taken that any future such transfers of responsibility be fully 
justified, both on a cost benefit analysis and in terms of governance, accountability 
and subsidiarity.  

 

 
 

1.2. Governance of the ESAs 
 
1.2.1. General governance issues 

1.2.1.a. Are the governance requirements sufficient to ensure impartiality, 
objectivity and autonomy of the ESAs? 
 
They seem reasonable. 
 

 

1.2.1.b. How do you assess the accountability requirements? If you have 
identified shortcomings, please specify how these could be addressed. 
 
We are not aware of any shortcomings of accountability. 
 

 
1.2.2. Decision-making bodies and voting modalities 



1.2.2.a. Does the current composition of the Board of Supervisors (BoS) 
ensure that it acts efficiently? If you have identified shortcomings, please 
specify how these could be addressed. 
 
The only drawback we have identified is that the organisation of the decision making 
process can lead to slow decision making. It can take some time for a technical 
committee of an ESA to make a decision, then pass this to the Management Board, 
which, when it has made its decision has to pass it on to the Board of Supervisors. 
 
It is important that the Board of Supervisors continue to represent the interests of 
each Member State. Should the scope or representation of the Board of Supervisors 
be limited then it will cease to be reflective of the whole EU.  
 

 

1.2.2.b. Does the composition of the Management Board ensure that the 
ESAs are run effectively and perform the tasks conferred on them? If you 
have identified shortcomings, please specify how these could be 
addressed. 
 
Not as such – although we refer to our answer to Q1.2.2.a. 
 

 

1.2.2.c. Does the mandate of the Management Board ensure that the ESAs 
are run effectively and perform the tasks conferred on them? If you have 
identified shortcomings, please specify how these could be addressed. 
 
Not as such – although we refer to our answer to Q1.2.2.a. 

 

 
1.2.3. Financing and resources 

1.2.3.a. How do you assess the arrangements on financing and resources? 
If you have identified shortcomings, please specify how these could be 
addressed. 
 
We are not aware of any short-comings  

 

 
1.2.4. Involvement and role of relevant stakeholders 

1.2.4.a. How would you assess the impact of the relevant stakeholder 
groups within the ESAs on the overall work and achievements of the ESAs? 
 
Without seeing the work done by the stakeholder groups within the ESAs it is difficult 
to assess its quality or impact.  
 
We would recommend that the ESAs encouraged more contact with the relevant 
national trade associations, in order to take advantage of their expertise and market 
knowledge. 

 

 

1.2.4.b. Are you satisfied with the quality and timeliness of consultations 
carried out by the ESAs? 



 
As mentioned above in our response to question 1.1.1.b, there have been occasions 
where the Level Two drafting work of the ESAs has been rushed, as a result of 
unrealistic deadlines being imposed by being set in the Level One text in absolute 
terms. As a result of political delays in finalising the Level One text the ESA has been 
left with insufficient time to produce a thorough and high-quality text, to the 
detriment of the financial services industry, the economy of the EU and investors. 
 
Deadlines in Level One texts should always be set in relative terms, with reference to 
implementation being a certain number of months after the Level One text is 
published in the Official Journal.  
 
The ESAs should be encouraged / required to conduct a thorough cost benefit 
analysis on the work that they are conducting, so that everyone can be confident 
that the benefits of the final output outweigh the costs on the industry, the economy 
and investors.  

 

 

1.2.4.c. Are you satisfied with the appointment procedures for the 
stakeholder groups? 
 
No comment 

 

 

1.2.4.d. In your experience, does the composition of stakeholder groups 
ensure a sufficiently balanced representation of stakeholders in the 
relevant sectors? If not, which areas appear to be insufficiently/overly 
represented? 
 
Without seeing the work done by the stakeholder groups within the ESAs it is difficult 
to assess its balance or representativeness.  
 

 

1.2.4.e. Is the work undertaken by the stakeholder groups sufficiently 
transparent? Do you see areas where the approach towards transparency 
needs to be revisited? 
 
No. While agendas and SOC’s for the stakeholder groups are published, it would be 
useful to see more detail in the SOC documents and more in the way of working 
papers generally. 
 

 

1.2.4.f. In your experience, are the ESAs, and in particular the ESAs 
stakeholder groups, sufficiently accessible for stakeholders not directly 
represented in these stakeholder groups? 
 
It can be very difficult to keep up with the development of policy within the ESAs due 
to the lack of information being published about the work they are doing internally. 
 

 
1.2.5. Joint bodies of the ESAs 



1.2.5.a. How do you assess the functioning of the Board of Appeal (BoA)? 
If you have identified shortcomings, please specify how these could be 
addressed. 
 
Given that we were previously unaware of this body it is difficult to comment on its 
functioning other than to comment on its obscurity. We understand that it only 
recently made its first decision. 
 
We remain concerned about the transparency of the challenge mechanism for ESA 
decisions. Member States, such as the UK, have well established mechanisms for 
challenging the decisions of government and governmental institutions, such as the 
Courts and Judicial Review, but with regard to the ESFS the approach that should be 
taken should one wish to challenge a decision is much less clear.  

 

 

1.2.5.b. What is your assessment of having one joined BoA for all ESAs as 
compared to a dedicated BoA for each ESA respectively? 
 
This seems entirely sensible, to ensure consistency across the ESAs. Given that it is 
important that sufficient and appropriate resources and expertise are available to it. 
 

 

1.2.5.c. How do you assess the functioning of the Joint Committee (JC)? 
If you have identified shortcomings, please specify how these could be 
addressed. 
 
Given that we were previously unaware of this body it is difficult to comment on its 
functioning other than to comment on its obscurity. 

 

 

1.2.5.d. Does the JC ensure cross-sectoral cooperation and consistent 
approaches between the three ESAs? If you have identified shortcomings, 
please specify how these could be addressed. 
 
No comments 

 

 
 

  



2. ESRB 
 
 
No comments in response to the questions in Chapter 2 
 
 

  



3. Cooperation and interaction between the ESAs (micro 
level) and ESRB (macro level) 
 

3.1. Assessment of market developments 

3.1.a. What is your assessment of the past stress test exercises that were 
initiated and coordinated by EIOPA and EBA? If you have identified any 
shortcomings, please specify how these could the addressed. 
 
Although the stress tests and subsequent recapitalisation programme were technical 
affairs managed by the EBA and EIOPA, investors and others have not forgotten the 
political developments that led to such testing and what was perceived to be a 
technical solution, or even sticking plaster or buying time, for a political problem. 
 
The ESAs, especially, the EBA did what it could under the circumstances, including 
the parameters and metrics that were influenced by other parties. Whether the 
results and remedial programme convinced investors, the public etc. is another issue. 
Subsequent tests have been better managed in that regard. 
 
European regulators state that US banks have delivered 20% more than their EU 
peers and, according to analysts, have better capital, liquidity and leverage ratios, 
issues that are influenced by politicians as much as regulators. These figures will 
have an impact on confidence. ESA stress testing will have a limited impact on 
perceptions of solvency and liquidity, the latter often a reflection of the former. 
 
ESA stress tests influenced by best practice from, say, the US and IMF may gain in 
credibility and help to shore up confidence in EU financial institutions. 

 

 

3.1.b. Did the stress tests and EBA’s recapitalization exercise contribute to 
increase confidence in the stability of the financial system and increase 
the resilience of financial institutions? Please explain. 
 
With regard to the first round of tests, it did not take long for analysts to pick holes 
in the results. Matters improved in the second round. Greater transparency and less 
political interference with metrics would help although that has to be balanced with 
the need for confidentiality and avoiding a run on the firms. 
 
Done correctly, i.e. in a way that assures the markets of rigour, realism and 
remediation, stress testing has a part to play in building confidence and stability. 

 

 

3.2. Aspects of macro-micro interaction 

3.2.a. What is your assessment of the cooperation between ESRB and the 
ESAs? 
In which areas has cooperation been successful? If you identify room for 
improvement, please specify how this could be addressed. 
 
No comments 

 

 



3.2.b. What is your assessment of the ESAs’ follow-up actions on the ESRB 
recommendations? Please explain. 
 
No comments 

 

 

3.2.c. Has ESRB contributed to the work of the ESAs by bringing a macro-
prudential perspective into micro-prudential activities? If so, please 
comment on key successes and/or shortcomings. 
 
No comments 

 

 
 
 
 

  



4. Structure of the ESFS 

 

4.a. What is your assessment of the structure of the ESFS? 
 
No comments 

 

 

4.b. Does the structure of the ESFS facilitate the identification, monitoring 
and mitigation of systemic risk in the EU financial sector? Please explain. 
 
No comment 

 

 

4.c. Do you consider that the ESFS can be further simplified in order to 
tangibly enhance coherence between the ESAs and the ESRB? Please 
explain and add concrete suggestions, where possible. 
 
No comment 
 

 

4.d. Do you consider that the structure of the ESFS, in particular the roles 
of EBA and ESRB, will need to be revisited in light of the establishment of 
the Single Supervisory Mechanism (SSM) and the new role of the ECB 
within the ESFS? Please explain and add concrete suggestions, where 
possible. How should synergies in terms of supervision within ESFS 
including ECB be exploited? Please explain. 
 
It is inevitable that the institutional framework will evolve, including the balance of 
competences between the ECB and ESAs/EBA. There could eventually be members 
of staff sitting on each other’s boards and working groups to improve coordination.  
 
It’s not just the EBA that should be the focus of institutional reform. As CRD IV 
changes the economics of finance, making loans more expensive for both lenders 
and borrowers, and capital markets taking up much, but not all, of the space vacated 
by banks, securities regulation should be considered by the ECB in terms of 
economic growth, but also macro-prudential supervision and financial stability. 

 

 

4.e. From your experience, do you think that the ESAs and ESRB attract a 
sufficient number of diverse and excellent staff? If not, why not? If you 
identify room for improvement, please specify how this could be 
addressed. 
 
While we recognise that the ESAs, and particularly ESMA, are conducting a 
significant amount of recruitment, it remains the case that Paris is a notoriously 
expensive city in which to live, thus necessitating concomitantly high wages in order 
to entice staff of sufficient quality to relocate there. 

 

 
 



5. Miscellanea 

 

5.a. Do you have any other comment on the effectiveness and efficiency of 
the ESAs and ESRB within ESFS and on ESFS in general? Please indicate 
whether the Commission may contact you for further details on the 
information submitted, if required. 
 
Given that ESMA’s mission is to enhance the protection of investors and promote 
stable and well-functioning financial markets in the EU by building a single rule book 
for EU financial markets and ensuring its consistent application across the EU and the 
active co-ordination of national supervisory activity we would recommend that ESMA 
should take the place of the EC in the IFRS Foundation’s Monitoring Board. 
 
 
The Commission is naturally welcome to contact us, and should contact Adrian Hood 
on ahood@investmentuk.org, or 020 7831 0898, in the first instance. 
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