y

/ CE CENTRE FOR
A EUROPEAN

( POLICY

\ STUDIES

7

Proposal fola Task Forcen

WIiFIDReview. What is Next for European Capital
Markets?)

Introduction

The European Capital Markets Institute $ NS A yVEEMQarRINGE Ceiitre for European Policy Studies

0 KSNB A Y I FislSthiEngagkn e iftefhational debatevith European regulatoren the review

of the Markets in Financial Instruments Directive (hereinaftéfiFIXR In order to achieve this, ECMI
and CEPS launch the proposalddfask Forcél A i f SR WWaACL5 wEuopéamGapital K | G
al N] SGakQ agasiSraRa vy | maikBtrgparticiphnts international experts academicsand
regulators The revision of MiFID represents a new challenge for Europe, which striviegptove
efficiency and integration of its capltanarkets.A new approach needs to bring different interests
around the same table in order to coordinate efforts on these complex isJuesTask Force in its
meetings- will evaluate current proposals anmdiscuss the prospectsf the review,proposng a set of
recommendations for the forthcoming MiFID revienalyses and recommendationsll be included in

a final report issued by the end of 201@hich will be submitted by ECMI and CEPS to the European
regulators Regulators, in fact, will be actiyeinvolved in the Task Force meetings in order to fine tune
the work of the Task Force with theirs. Therefore, the final report will be timely delivered by ECMI and
CEPS to the European Commission, DG Internal Market, and CESR with the purpose of gpupyidihg

to their policymaking processes. A final event(s) will launch the report with the participation of
European institutions and media.

ECMI- under the umbrella of the Centre for European Policy Studies (CERB)provide higkguality
and indepenént expertise to support the i@fting of the final reportThe subject of the proposetiask
Forcerequires an interdisciplinary team with proven capacity to cdegal and economic issueand
translate the results of the empirical work into a meanindfamework for formulationand evaluation
of future policy actions. Accordingly, we proposenaltidisciplinaryresearch teanthat will support a
Task Forceomposedn large partoy economists and lawyergho are market practitioners, academics
and indepadent researchersln addition,ECMIland CEP®ill use their wide networks of contacts to
invite to each meeting relevant actors within European instituti¢gesgy. European Commission and the
Committee of European Securities Regulato¥@mber State finacial authoritiesand academyn order

to enrich the discussion and tle@ntent of thefinal report.

This proposal is structured as follows. Section 1 below describes the background of the prépeked
Force andliststhe mainaspectsof MiFIDand theirimpacton European capital marketf alsotake into
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account- to the extent relevant for the purposes of thissk Force the MiFIDtimeline for next months
and the expected dates, as well as timinciplesof i K S W N&dided id e consultatiopapers
issueddo @ G KS /2YYAGGSS 2F 9dzNRLISIyYy { S8ailda Sa wS3dzA |

Section 2 illustrates the mawbjectives of thiSTaskForce

Section 3 describes the content and purpose of eafcthe 5 meetingdn which we have dided the

Task Forceactivities along the guidelines provided in ith proposal In addition, we define the
methodology that will support the drafting process of the final report, which will evaluate several policy
options and will set useful recommendatiofws policymakers.

Section 4ives a brietlescrption of our research team, which will be led BCMI

Section 5 contains a description of thee for participating to thelask ForceDiscounted fees will be
offeredto CEPS and ECMI membeindy.

1. Backgraund of the Task Force

e MIFID and the FSAPheMiFIDDirectiveand its implementing measuresepresentone of the
Y2ad AYLRNIIFYyG YSF&adNBa 2F (GKS CAyiwibathe { SNIIA
overarching goal of ensuring a single maragtwholesale financial services, the MiFID Directive
aims at establishing a legal framework for integrated securities and derivatives market
Europe The Directivés one of the most crucial measures of tR&APwhichis a sophisticated
attempt of the European Commission to provide the Community with tools to meet the
challenges of the monetary union and to reap the benefits of a single integrated market in
financial services. The FSAP is the follpaof an earlier Communication of the Commission of
October 28, 1998 The plan includes 42+3 measures (of which 29 directivag) different
priorities and timetables for each measure.

1 Directive 2004/39/EC and its implementing measures, Directive 2006/73/EC and EC Regulation
1287/2006.

z European Commission, Financial Services: Implementing the Framework for Financial Markets: Action Plan
(COM(1999) 232), 11 May 1999.

3 This communication is the follow-up of a request of the European Council, during the initial stage of the

-1TTAOAOU s51TEIT O AOAAOGA A OEITCIA 1 AOCEAO & O EETATA
#1171 Al OOEIT 1 0681k Jun@, v 1998, Cardiff, available at
http://www.consilium.europa.eu/ueDocs/cms Data/docs/pressData/en/ec/54315.pdf; European

Commission, O& ET AT AEATOE3 AMEI KA AAO & OA i, oM 628 E8 0&db& 19988 O dvdildble
at www.europa.eu.

4 Originally the measures were 42 (plus the amending to the 14th Company Law Directive that has been
blocked), then, the Commission added a Communication on clearing and settlement (COM 312, 2004) and a
regulation on cross-border payments (reg. 2560/2001).
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e Comitology MiFID is one of the four Directives (plus, Market Abuse, Transparandy
Prospectusdirectives) that have #owed anew lawY I { A y 3 LINE O Slarfaluésii 2 O f f
procedurQ 0 = ¢ K A Oskibst&nyfall ihnvalerentlof committees of experts and regulators
OWOIKS O02YAG2t238Q0d ¢KAA LINROSpodoNikes t8 xa3&a Y N
concerns and helpegulatorsto improve regulationin the drafting processThisTask Forcés a
great opportunity for market participants and experts to raise their voice and find common
objectives and views on specific issues of the forthcoming review of MiFID.

e MiIFID Scop and PrinciplesAs showed in figurel, MiFID aims at reaching two higlevel
principles through the implementation of two more specific targets/estor protection and
market efficiency. TheDirective tries to achieve thegargetsproposing a detailefamework of
rules in 4 areas:

1. European Passpotreedom of action across the EEA once received the authorisation in
one of the Member States);

2. Organisational Requiremenfsompliance officer, outsourcingpternal control systems,
record-keeping, conflits of interests)

3. Conduct of business rulgglients classification, best execution, kngaur-customer
rules marketing, information to clients, handling orders rules); and

4. Market structure and Transparen¢gbolition of concentration rule, detailed traastion
reporting, pre and postrade transparency).

Figurel. MiFID Principles

Single market for
wholesale financial
services

High Leve
Principles
Integrated securities
and derivatives
market
L 4
L 4
Investor Protection | | Market Efficiency
| European Passportl Basic
Principles
Organisational Conduct of Businesg Market Access and
Requirements Rules and Market Integrity
Transparency

Source: Author.
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e MiFID ImplementationAn assessment of MiFIDy our research tearhhas found that the
legislation has ben remarkably successful in terms of improving market structure and efficiency
driving down trading (and podtading) costsdespite the original scepticism of the industry
MiFID unleashed competitioand fragmentationinto the market withoutapparentlyaffecting
price formationand pushing participants to invest in infrastructuaed new technologiesviore
should be done orprice discoverypusiness conduct ruleG@nd investor protection)and to
open the market for data to competitiolThe mpact of MiFD on European financial markets
needs to be better understogdaking into account the role of the curremconomiccrisisin
distorting thereal effects of the implementationThe final report will also shed lights on the
impact of MiFID in the last thesyears.

e The ReviewThe MiFID review will start isarly 2011 with the adoption of a legislative proposal
for level 1 regulation andt will finish by the end of 2012 with the adoption of level 2
implementing measuregsee figure 2)Despite this long lawnaking processthe upcoming
MiFID reviewwill G 1S | Wi A3IKIG 0§2dzOKQxX Of FNAFeAy3a az
transparency to related segments of securities markBténciples will not be reviselVith the
publication of three consultation papershe Committee of European Securities Regulators
O KSNBA Y I T Siddhalystafefl thepboceks-ofirevision, providing a wide set of policy
options that can be taken up by the Commission in its review. CESR highlighted three areas of
action: (i) transaction reporting; (ii) equity markets (structure and transparency); and (iii)
investor protection and intermediari&sFor instance, initiatives that promotensolidatedpre
and posttrade transparencysolutions will allow endisers to fully particigte in the changes
ONRdzZZKG | 02dzi o0& aACL53 NBad2NAy3a Ay@Saiz2NBQ 0
The start otthe European Securities and Markets AuthoriBsMAthen should allow for better
enforcement of the conduct of business rules.

s3AAhRh Bl AAOGOAR +AOQOAT ,ATTT1T AT A $EACI 6AI EAT OAh O4EA - E
2010.

6# %32 j#1 11 EOCOAA T &£ %00 PAAT 3 AAOOEOEAOG 2AcOI AOT 006Q j
Commission in the context of MiFID Reviewz 4 OAT OAAQET 1 2ADPT OOET ¢céh #1292001 OAQEI
| DOEI N O#%32 4AAET EAAT | AGEAA O1 OEA %OOI PAABquity#1 11 EOO
-AOEAOOGOoh #1711 001 OAOEWE ho APAGH N2 HAES3 2 %3 AR gniCadndsdion ! AOEAA
in the context of the MiFID Review z ) T OAOOT O 001 OAAGEIT AT A )1 OAOI AAREAOE

CESR/10-417, April.
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Figure2. MiFID Timeline

Legislative
Proposal for a
MiIFID Review

Publication of —— A
- (art. 65 MIFID)*

Adoption of the

Directive Implementing N
2004/39/EC Measures (Dir. [ Task Force Adoption of
(MIFID) 2006/73/EC and EC  Implementation . Final Report Level 2

Reg. 1287/2006) Date Adoption of measures*
Final Transposition T new Level 1
Transposition by all Member legislation*
Date States
| | I ] ] ] I I |
2004 2005 2006 2007 2008 2009 2010 2011 2012

*expected date

Source: Author.

2. Objectives

TheTask Forcactivities will engage participants in the international debate on the MiFID review in
order to promote specific objectives.

V Evaluating the impact of MiFID ingHast two years and assessing the existing policjyoopt
that are pending at CESR and the EU Commissipn t AyS A 0GK (GKS 5ANBOGADS

V Supporting- with our recommendations the assessment of curremiolicy optionstaken into
considerationby European Commissiokuropean Parliamergnd Member States authorities

V Involving regulators in thectivities of the Task Force in order to fiene our work with their
neecs.

V Proposing new policy optiorend supporing regulatorsin the revision olegal definitions and
thresholds.

V Providing independent analyses, research and data. ECMI and CEPS will oversee the drafting of
the final reportand recommendationsn order to keep the research independent and in line
with principles and proposals approves the Task Forcenembers. In effect, e reportcarried
out by the rapporteurs shoulde generallyapproved and supported by allembers even
thoughnot all of themmay necessarily agree on all the detailed issues.

V Promoting a forum discussion eagulatay reforms and market developments with regulators
key international experts and academiosorder toboost a more irdepth discussion
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3. Work Planand Methodology

Task Forceneetings will be held at CEPS and ECMI offices in Brussels. Five meetingbeldldsfore
the launch of the final reporin December 2010which will be done through an event with the
participation of regulators, media and international experts.

Task ForcéMeetings

Date* Time Content

V [ K| apEdingremarks

V  Defining the terms of referenc@pen discussion)

V  Assassing the impact of MiFID afteanore than two years of
implementation 6 Y I NG f [Fyy22Q3a LINI
discussiorandMember®d) Rl G+ | yR)NBaSF NX

10.30-16.30 |V The terms of the MIiFID review principles or rules?(EU
Meeting 1 11/06/2010 (lunch 1300 I 2YYAaaArzy 2N/ 9{w 2FFAOALfC
14.00) V  What should the priorities ben the MIFID revie® Member<Q

views(Member) LINB &Syl GA2y0

V  Agreeing on the agenda for next meetingsext MembersQ
presentationand guest invitationsn the highlighted topics)

V  Wrapup of the meetinga 02 y ad dedms dfyréference
(Chair)

V | K| apNdihgremarks (main poirgfrom the last meeting)

V  Posttrade Trasparency in European Capital Markets after Mil
whatismissingd f 4 FTANY 2NJ NB3dzZ | G2

10.30- 16.30 \% Transactiorrepgrting: whati§ really nee.ded%b_ne or more
Meeting 2 09/07/2010 (lunch 13.00 Memberﬂietalledpre§entat|on open discussion
14.00) o] Standarqlsatlon
o Granularity
0 Realtime or delayed publication
o Consolidation

V WrapdzLd 2F GKS YSSiUAyGhER YAy

V [ K| apEdingremarks

V  The role of prdrade transparency in current financial marke
(academic ol S Y 6 SSoheEEntation)

V  Revision of waivers: Memberd LINE LI¥anibére

| 10.30- 16.30 f;?::;ii:t?vse;; and open discussionwith  regulators
Meeting 3 17/09/2010 (Iunlc:(;L(:)B).OO V  Classification of brokedealer crossing networks MTF,
Systematic Internalisers or a middle solution®ember

presentaton and open discussion)

V  Approval of the sucture of the final report presentation and
Memberfd O2 Yy UNA O dzi A 2y &

V. WrapdzLd 2F G(KS YSSGiAy3aQa YIlAyY

V | K| épEdihgremarks

V  Best executionfor professional investors: too broad filgition

10.30- 16.30 0YSYoSNRA LIN@panSligdadsionp 2y | YR
Meeting 4 08/10/2010 (lunch 13.00 | V  Best execution for retail investoisvestors: what do we really
14.00) YSSRK o60YSY0oSNDa LINBaSydlidazy
V  The NB 3 dzf I (i 2 NRovelsighii & 20bEk éedutida duties

6aSYoSNI {GFGS NB3IdzA FG2NB |
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discussion)
V  Suitability and appropriateness tests and conflict of intere
Nbz SaY NB GKS@& 62Nl Ay3a Ay
FYRK2NJ YSYOSNR&a LINBaSydalaGazy
Progressewith the final report (furthetMember)? O 2 y i N.
WrapdzLd 2 F GKS YSSiAy3IQa YIAyY
/| K| apsdihgremarks
Misselling practices and bundled services and produstsat is
the role of the competition policy in financial markets? (Acader
presentation)
V  Unbundling of services and products: where is action need

< <K<K <

10.30- 16.30 N A s N -
Meeting5 | 29/10/2010 | (lunch 13.00 (Memberfd  LINB&Syutdrzy +yR 2L
14.00) represte_ntatlvgs)
V  Short discussion on market access
V  Full extesion of MiFID to nowequity markets (open discussion)
V  Reviewand approvalof the draft final report (verification if
further contributions are needed)
V. WrapdzLd 2F G(G(KS YSSiAy3aQa YIAyY
Launch Early December ) . .
Event 2010 To be defined Lunchtime Meeting

*Dates can be subject to change, prior approvalask Forc&lembers

As shown in figure 3, thEask Forcwill closely work with ECMI and CEPS research stuff during the three
phases of the project. The first phase will consist in:

A Organsingmeetings and defining methodology and terms of reference;

>

Drafting meeting reports;

>

Collecting data and contributions fromMembers and

>

Requesting active participation from Members with presentatiftorxdhe meetings
The seconand thirdphasewill add to the tasks of the first phase:
A Dratfting the final report;

A Further cooperation with Membergvith amendments and comments to thizaft final repord;
and

A Launch event with media coverage
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Figure3. The 3 Phases

—————Information— >
Task Force o cati ECMI and Phase 1
: rganisation _ .
Meethgs -~ Methodology CEPS (June- Mid September 2010)

Meeting reports Collecting data

and contributions

-C t:
Draft Final Reports EC(I;’IEIPgnd omments | Task Force Phase 2
omments and amendments B> Drafts—5 Members (Mid September-November 2010)

Revision

ECMI and Phase 3
CEPS (Early December 2010)

Final Report
Launch

Event(s)

Source: Authar

Figure4. Methodologyfor the final report

Identification MIELEESE ETe)

: non-Members Final Report
of the issue S
Contributions

o 5 Meetings to define issues e Data and Research e Building different scenarios e Lunch-time meeting
for each area

e Written and verbal contributions e Cost-benefit analysis of current e Panel with regulators and
e Identification of the failure (chapters, paragraphs, etc) policy options market practitioners
or need of regulatory action

e Presentations (Members, e New policy options e Wide media coverage
o Definition of the methodology academics, experts and
and data to be collected for regulators)
each area

o ECMI and CEPS Research

Source: Author.
The final reportaims at:
(). Qassifyingcurrentpolicy optiongcostbenefit analysisand proposing new ones;
(ii). Linkingthese optiondo the existing market structute
(ii). Assessing the impact of those policies on market participants,
(iv). Identifyingfailures andecommendingpotential solutionsand

(V).PNR L2 AAYy 3 W2 LI A 30untl legaliiBtidris 2 f RaQ | YR
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Membersonly will findall materialspresented anddiscussed duringask Forceneetings and meeting
reports freelyavailable for download fronCEPS websitd.ogin details will be providedfter the first
meeting.

4. Research Team

Rapporteurs of the Task Force will be Karel Lannoo and Diego Valitetenainaspeds to identify
ECMI andCEPS expeseare the following:

e Multi-disciplinary nature of the workegardless of the interim reports in which the tender has
been divided, anylask Force repoiis likely to require expertise that goes beyond the direct
focusof the assessmento be performed A reportonthe MiFID reviewwill require competence
in the assessment of economic alegjalimpactof forthcoming ruleswhich in turn may require
skills in the quantification and analysis of impacts that are only ind§jreelated to the policy
proposas at hand. ThereforeECMIland CEPSepresentsa team of experts in all the fields
relevant to this proposal (economic, legald costbenefit analysis), as illustrated in more detail
in the sectionabove Moreover,ECMIland CEP®ropose that all relevant dimensions are duly
taken into accountvith the involvement of the European Commissi®arliament and Member
{GFrGSaQ . dziK2NRGASA

¢ Quality.Despite growing attention foex ante and ex posissessmerstof policy options there
is still a fairly limited number of academics and practitioners who have devoted significant
efforts in this complex policy fiel&ECMland CEP3epresentsome of the most authoritative
experts in this field, including scholaend market practitiorrs that have significantly
influenced the debateverthe past yearsin particular,the European Capital Markets Institute
has provided extensive research in the field of the MiFID and other EU capital maaltés]
issues.

¢ Reliability and timelinesseCMI and CEPS have already published many Task Force reports,
whichhave given a great support to policy processes of main European instittioragidition,
ECMI andCEPS he alsoshown a remarkable ability to respond to requests for studies and
repoNIId o6& 9! AyadAddziazyaszr AyOflosRalyMarkeiilKS 9 dzNEP
particular, our team has alreadghowed ability to timely deliver research and studies at
European levelThe peculiar organisation and modus operande@Mland CEP$eseachers is
explicitly designed to provide for timely and higbality services able to influence the
international debate

e Geographial reach.Despite being based only in Bruss&l€§MI andCEPS ha& a longstanding
experience in the performance of studi¢hat require an extensive geographic reach, covering

7 Please, visit our websites www.ceps.eu and www.eurocapitalmarkets.org for a list of relevant Task Force
reports that CEPS and ECMI have published in the recent years.
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the EU27 and beyond. This is due to a number of factorEEGiyIl andCEPS he& a very
international team of researchers from almost all EU member statesEQiMI andCEPS
coordinate a large numberfmetworks specialised in policy analysis, whiah support teh Task
Force work and the drafting proces@v) ECMI andCEPS he created in the years a huge
database and network of contacts across Europe, which give to the Institute a competitive
advantgye overmanyother research centres

5. Costs

The participation to thélask Forcés subject to a discounted fee f&OI and CEPS membeemnd to a

full fee for non members. Discounted fees will be considered formembers if they decide to become
memberof ECMI and/or CEPS.

The fee coversECMI and CEPS researstganisatiorl costs launch eventdocumentation, lunches

printing and editing costsf the final report(5 hard copies for each Membed SY 06 SNB Q (NI @S¢
accommodation costs are not includledJpon requestECMI andCEPS will mail additional copies of the

final report toMembers, at their expenses

Fee Structure

ECMI Members EMINNNAN ObHM:
CEP&orporateMembers EHZINANN ObHM:
Non-Members €6,000 (+21% VAT)

* |If you have any questions regarding the Task Force, please contact:

Dr. Diego Valiante

Research Fellow (ECMI/CEPS)
Tel: (32.2) 229 39 14

GSM: (32) 489 27 25 97

Fax: (32.2) 201 46 89

S 1 Y Hidgb.Mliante@ceps.eu

Christopher Napol

Research Assistant (ECMI/CE
Tel: (32.2) 229 39 8

Fax: (32.2) 201 46 8

emnail: christgpher.napoli@ceps.el

To register, please use the Registration Form (below)
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Mi FI D Revi ew: Wh at I s Next f or

First meeting at CEPS 1, Place du Congres Brussels Date: 11 June 2010

Participationi n t he Task Force is 01,000 for ECMI members, 02,
046, 000-mkembers.non

Name

First name

Position

Company

Address

Telephone

Fax

Email

VAT N°

Your referenceCustomer Purchase Order Nor Cost Code N°

Please tick correct box:

My company is a corporate member of ECMI and

My company is a corporate member of CERSd pays U0 2, 000 (+21% VAT)

My company is not a corporateember of CEPS or ECMI and pay$,000 (+21%VAT).

My company is interested in becoming a member of CEPS or ECMI. Please send me additional infor

Return to:  Isabelle TENAERTS
ECMI/CEPS
Tel: 229 39 56
Fax: 3222194151
Isabelle.tenaerts@ceps.eu
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