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Brief analysis/assessment of the resolution and requests made in it:

In general, the resolution is supportive of the Commission's aims and objectives as set out in the Green Paper on Retail Financial Services (COM(2007)0226).

7.
Response to the requests and overview of action taken, or intended to be taken, by the Commission:
General

In the Green Paper on Retail Financial Services, the Commission refers to the general need to bring the benefit of an integrated EU financial market to users. The Commission agrees therefore that an integrated market for retail financial services should bring the benefits to both consumers and small businesses.

The Commission recognises, as does the Parliament, that consumer behaviour and preferences for local providers may limit the scope for market integration to some extent. The Commission agrees with the Parliament that it is important to ensure a secure environment for both the demand and supply sides.

The Commission welcomes the support of the Parliament for its intention to pursue initiatives where there is evidence of clear and concrete benefits for citizens and that these policies must be subject to thorough impact assessment (IA). A key element in the IA process is to analyse the economic, environmental and social impact of different policy options.

In terms of policy instruments, the Commission is committed to using a mix of policy tools which fully take into account both the principles of subsidiarity and proportionality. Preference will be given to non-regulatory solutions where these can deliver the desired outcome. However, legislative approaches are not ruled out if they are deemed necessary and are subject to an appropriate impact assessment.

Finally, 28th regime could be one of our tools to help us achieve our objectives. It could be seen as an instrument alongside others (Directives, Regulations, self-regulation, Recommendations, etc.) that the Commission can use in order to reach its objectives. Consequently, the Commission will assess, on a case-by-case basis, whether a 28th regime would be an appropriate tool or not, taking into account, whether it is indeed feasible, whether there is demand for it on the part of the financial services industry and consumers and whether it could help achieve the objectives set.

More choice and lower prices for consumers and SMEs

· Payments

The Commission welcomes the Parliament's support for SEPA which has tremendous potential for improving the efficiency of Europe's payments markets and the competitiveness of our economy in general. The Commission agrees that transparency with respect to interchange fees should be enhanced. In fact, one of the reasons why the Commission prohibited the multilateral interchange fee in the MasterCard decision was the fact that it was not clear why and how the interchange fee benefited consumers.

· Comparable retail products

The Commission welcomes the Parliament's support for the ongoing work on whether the fragmented regulatory framework for retail investment products represents a sound basis for ensuring that retail investors are able to take decisions on an informed basis and are treated fairly by authorised intermediaries. The Commission is currently conducting an extensive process of evidence gathering on these complex issues.  The Commission considers that competition between investment products can deliver real benefits for consumers but that this must be underpinned by a generalised high level of product disclosure and point of sale discipline applying across the full range of products. Work is still at an early stage and the Commission has not yet formed a view on the existence of problems or on the need for corrective action.

It is far too early to conclude that there is a problem which calls for new cross-cutting legislation. While there is prima facie evidence of possible inconsistencies in existing sectoral regimes, the Commission notes that harmonisation or streamlining of disclosure and distribution rules would be a costly and disruptive process and that there may be objective reasons why some differentiation is needed between product types or distribution channels.

A Communication will be published in late 2008 consolidating the evidence gathered and identifying areas for further work to examine and address clearly evidenced shortcomings in existing regulatory protections.
· Supervision

The Commission takes the general view that there is a need for increased supervisory cooperation and convergence in the EU. To this end, the Commission is focussing on a rapid and consistent implementation of the ECOFIN Council conclusions on the Lamfalussy review of December 2007. The following actions should be underlined:

· On 23 May 2008, DG MARKT launched external consultations in order to test ideas on amendment of the Decisions establishing the Level 3 Committees.  It seeks to establish a clearer framework for the activities of the Committees of Supervisors in the area of supervisory cooperation and convergence. To this end, the Commission will propose to refer in the Decisions in an explicit manner to the main tasks that the Committees of Supervisors are expected to perform. However, the Level 3 Committees would keep their present legal status, namely independent advisory committees.

· The Commission looks forward to the application of the EU dimension in the mandates of national supervisory authorities by mid 2009, as foreseen by the Council in its conclusions of 14 May 2008. This would ultimately lead to increased supervisory convergence and cooperation at EU level. To ensure that the national supervisors will be able to take the EU dimension into account, the Commission will propose appropriate provisions in the Capital Requirements Directive and Solvency II.

· There is major work ongoing to review supervisory and sanctioning powers, voluntary delegation of tasks, supervisory cooperation and exchange of information. The Commission is working together with the Level 3 Committees on these tasks to deliver the requested results before the end of the year. Considering the very big scope of these reviews, it is, however, still too early to indicate what the outcome of this work will be.

· Intermediaries

The Commission agrees with the Parliament about the importance of intermediaries and the need for a framework which provides legal certainty to the different actors.

The Commission is currently undertaking a study on credit intermediaries in the internal market. The aim of the study is to analyse the EU credit intermediation market, to review the legal framework under which credit intermediaries operate, and to examine any possible consumer detriments. On the basis of the results of the study, which will be available in October 2008, the Commission will decide on the most appropriate follow-up.

Regarding insurance intermediaries, the Commission is currently thoroughly checking both the implementation and enforcement of Directive 2002/92/EC. In addition, CEIOPS has created a Committee on Consumer Protection. Its July meeting will be focused on the different issues associated with Directive 2002/92. The practical planning and execution of the review of Directive 2002/92 will follow on from this work. Its content will be determined by the outcome of this assessment and the practical experience of the Directive in action.

· Credit data

The Commission welcomes the approach of the Parliament in the area of credit data. This approach is fully in line with our position set out in the November 2007 Single Market Review
 and in the White Paper on the integration of EU Mortgage Markets
. The White Paper stressed the need to ensure that mortgage lenders are not discriminated against when accessing credit registers cross-border and that credit data circulates smoothly, while complying fully with EU data protection rules. In order to support its work in this area, the Commission is preparing the establishment of an Expert Group on Credit Histories. The Group's aim will be to identify all obstacles to the access to and to the exchange of credit data and to advise on possible solutions. Its first meeting is planned in September 2008.

As regards non-discriminatory cross-border access to consumer credit data and the need to protect the consumer's data, the Commission would like to draw the attention to Article 9, paragraphs 1 and 4, of the recently adopted Directive 2008/48 on credit agreements for consumers. This provision contains an obligation for Member States to create non-discriminatory access to databases for foreign creditors and refers to the Data Protection Directive for the already existing consumer rights in this area.

· Non-bank consumer credit providers

The Commission notes that according to the definition of a creditor in its Article 3(b), Directive 2008/48 on credit agreements for consumers it also applies to non-banking consumer credit providers. This Directive provides the same information requirements and legal rights to consumers, independently if they are customers of banks or non-banking consumer credit providers. In addition, in Article 20 it obliges Member States to ensure that creditors, including non-banking consumer credit providers are supervised by a body or authority independent from financial institutions, or regulated.

· Insurance

The resolution calls for an extension of the Insurance Block Exemption Regulation (BER), Commission Regulation 358/2003 which will expire in March 2010. The Insurance BER exempts from the ban on restrictive business practices (Article 81) certain co-operation agreements between insurance companies. DG COMP is currently running (until 17 July) a public consultation on the functioning of the BER. After the conclusion of the consultation, the Commission will consider the functioning of the BER and its future on the basis of the evidence received. It will then draft a report and conduct an impact assessment. Commissioner Kroes made the following statement when launching the consultation: "Sector specific competition regulations are exceptional legal instruments. If there are to be special rules for a particular sector, I need to be convinced that they are justified in terms of bringing real benefits to competition and consumers".

Many Member States levy premium taxes and the insurance Directives state that they can apply their own national provisions for measures to ensure the collection of indirect taxes and para-fiscal charges. To this end, a number of Member States require the appointment of a local fiscal representative. Others do not, however, consider this to be necessary. In a recent judgement
, the Court of Justice found that in the case before it, the requirement was disproportionate and that the same result could be achieved by less restrictive means, such as information exchange agreements with the other Member States. In the light of the Court's judgement, the Commission is pursuing discussions with the Member States on this issue in the Level 2 insurance committee.

The Commission welcomes the support given in the resolution to its efforts to scrutinise the "general good rules" applied by the Member States and to assess their compliance with Community law. Insurers regularly complain to the Commission that the widely differing rules enforced by the Member States make it impossible to market the same insurance product on a cross-border basis and lead to greatly increased costs. Work to make an inventory of the rules imposed by the Member States is currently being carried out by the Commission services and the Level 3 insurance committee.

On the need for a European Mutual Statute, the Commission presented a proposal for a European Mutual Statute more than a decade ago. Unfortunately, Member States showed very little interest for this proposal, and the text had been pending in Council for many years, when the Commission finally withdrew its proposal in 2006 in the context of the Better Regulation Agenda. The Commission is not, at the moment, proposing a new initiative in this field. Before re-launching any initiative on the European Mutual Statute, it would be necessary to command a feasibility study in order to understand the obstacles to the cross-border collaboration of mutual companies – and to conduct a full IA, analysing the costs and benefits of that initiative. In particular, the situation should be assessed on the basis of the progress achieved regarding the work undertaken on two other instruments of similar nature: the European Private Company which was proposed to the Council and the Parliament in June 2008 and the European Foundation, for which a feasibility study is expected to be delivered by the end of 2008. The Commission is aware that mutual companies have undertaken work to propose solutions for a European Mutual Statute and that 3 Governments have expressed positive views for such a proposal (France, Finland and Belgium). On the other hand, in the large majority of Member States there exists no legislation or traditions on mutuals which could be used as a basis to develop the future European Mutual Society. The Commission is ready to continue the dialogue on this issue.
Enhancing consumer confidence and empowering consumers

· General

The Green Paper sets out the Commission's objectives in the field of retail financial services, including the need to ensure a properly regulated single market that meets consumers' needs and enhances their confidence. Therefore, it is not considered that the objectives of a high level of consumer protection and a flawlessly functioning internal market contradict each other and therefore a compromise has to be found. These objectives are complementary and are followed in parallel.

· Internet and e-banking

The Commission is currently analysing the impact of the Directive 2002/65 on Distance Marketing of Consumer Financial Services with a focus on areas where Member States have a certain leeway to go beyond the requirements foreseen by the Directive possibly leading to internal market barriers. The Commission has launched two studies: a legal study should analyse the transposition of the Directive into the Member States' laws and the task of an economic study is to evaluate the economic impact of the Directive while taking into account the results of the legal study. The results of both studies should become part of the Commission's report on the review of the Directive which is scheduled for April 2009.

· Customer mobility

The Commission welcomes the Parliament's position and is already working on addressing some specific barriers that make it difficult for consumers to change financial services providers. For example, as announced in its Single Market Review, the Commission invited the EU banking industry to develop, by mid-2008, a Code of Conduct, which would contain a switching service to be applied by banks in each Member State when customers switch at the national level. Such a service should facilitate the process of switching for customers by ensuring that it is completed within a certain deadline, that proper information is given to the customer and that there is adequate cooperation between banks in, for example, moving direct debits and standing orders to the new bank account.

Tying
 may also have the effect of binding consumers to a particular financial service provider by impeding price transparency and raising switching costs. The Commission has therefore launched a study on tying and other potentially unfair commercial practices. The purpose of the study is to obtain an overview of tying and other potentially unfair practices in banking, payments, investment services and insurance, to understand why such practices are used, as well as to measure their impact.

1.1.1. User Input

In recent years, the Commission has undertaken several initiatives to improve user consultation and to secure user input into its policy making. In 2004, the Commission established a forum of financial services users (FIN-USE) in order to secure expert input on the user side into internal market financial services initiatives so that a more active and informed involvement of users could be achieved. In 2006, the Commission further created the Financial Services Consumer Group (FSCG) consisting of representatives of consumer organisations from each Member States and those active at the EU level to discuss financial services policies. The FSCG plays an important role in developing the expertise of consumer organisations to enable them to play an active role and to ensure that consumer interests are properly taken into account.

1.1.2. Financial literacy

The Commission supports the recommendations of the resolution concerning financial literacy and confidence of consumers. They are in line with the Commission's approach outlined in the Communication on financial education, in particular as regards the call on the Member States and other stakeholders to undertake and coordinate efforts at national level and the emphasis that financial literacy programmes should be provided to all social groups. The Commission also welcomes the suggestion to raise consumers' understanding of finance and financial products, including the 'higher risk - higher return' principle. This is particularly relevant in the time of turbulent financial markets.

1.1.3. Information

The Commission recognises the key importance of information in empowering consumers and agrees with the Parliament on the need to test directly with consumers what are their information needs. After the adoption of the Common Position on the Directive on credit agreements for consumers which introduced a standardised presentation of pre-contractual information, the Commission launched focus groups in all Member States in order to test the standardised information sheet contained in the Directive. Several other on-going Commission projects go in this direction. Consumer testing in the area of investment funds' key investor information disclosures for UCITS is underway. In the field of mortgage credit, preliminary testing with consumers of pre-contractual information has been done in these focus groups. However, more comprehensive testing will be launched soon. The objective is to improve disclosures so that they actually respond to consumers' needs.

1.1.4. Alternative Dispute Resolution (ADR)

The Commission welcomes the Parliament's view on access to ADR mechanisms as well as its support for FIN-NET. The Commission furthermore agrees with Parliament that Member States should do more to promote consumer awareness of ADRs. The Commission is working on improving coverage of FIN-NET. The Commission has also started its reflection on how access to ADR both at national and cross-border level could be improved more generally and will take into account the Parliament's views on this.

1.1.5. Collective Redress

Regarding collective redress for a breach of consumer protection laws, the Commission has launched two studies. The first study will evaluate the effectiveness and efficiency of existing national collective redress mechanisms and consumer detriment in Member States without collective redress schemes. It will also examine the existence of negative effects for the single market and distortion of competition. The second study will provide more information on the key problems faced by consumers in obtaining redress for mass claims, and will analyse the economic consequence of such problems for consumers, competitors and the relevant market.

The Commission also launched a large consultation on benchmarks that should be respected by effective and efficient collective redress systems in order to ensure satisfactory redress for consumers. The banking and insurance industry has been involved in this consultation. In May/June 2008, the Commission is holding three separate workshops on consumer collective redress with stakeholders (one with consumer organisations, one with the industry and one with judges, legal practitioners and academics). The purpose of these workshops is to provide stakeholders with feedback on the results of the consultation on the consumer collective redress benchmarks, to inform them on the progress of the two studies, and to discuss more substantive points relating to consumer collective redress.

The Commission will use the results of these studies as well as the information provided by stakeholders to prepare a Communication which will be published in December 2008 and will be used to consult on the options relating to consumer collective redress.

1.1.6. Financial inclusion

As regards basic financial services, the Commission agrees with the Parliament about the need to ensure access to basic financial services. In the Single Market Review, the Commission stated that by a certain date nobody should be denied access to a basic bank account. To launch the debate on how best to ensure access to basic financial services, on 28 May 2008, a high-level conference was held to give stakeholders the opportunity to assess the current situation in Europe, and to debate their respective roles in guaranteeing access to basic financial services. On that occasion, a study identifying and analysing the most effective policy measures taken by Member States to prevent financial exclusion was also published. The Commission will carefully assess the impact of various policy solutions, such as a Recommendation, that could address financial inclusion.
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� SEC(2007)1520.
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� Case C-522/04 Commission v Belgium.


� Tying occurs when two or more products are sold together in a package and at least one of these products is not sold separately.
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