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5.
Brief analysis/assessment of the Resolution and its requests:
The European Parliament's Resolution on Asset Management provides a clear and balanced response to the Commission's Green Paper on enhancing the European framework for investment funds, adopted in July 2005. The Resolution rightly identifies the main challenges in the asset management area and sets clear priorities for useful improvements in the legislative framework.

The Resolution's main conclusions are that:

· there is no need for a complete make-over of UCITS Directive;

· it is however necessary to adapt  the UCITS Directive to the changes in the market; 

· any legislative adjustments to the Directive should integrate the possibility for adoption of detailed implementing legislation via comitology (Lamfalussy procedure).

The Resolution considers that improvements are necessary in the following areas: notification procedure, abolition of tax barriers for cross-border mergers and pooling, simplified prospectus and (if appropriate), the adaptation of eligible assets to market developments.

6.
Reply to the requests and overview of the actions taken by the Commission or outlook of those actions which the Commission intends to take:
The Commission welcomes the Resolution, which is very much in line with the Commission's thinking, as well as with other stakeholders' reactions in the framework of the Green Paper consultation. Many of the recommendations and remarks are being dealt with in a number of initiatives already launched by the Commission. Others are of a more forward-looking nature and will require further work. A detail of the Commission's on-going and planned work regarding the issues highlighted in the Resolution is provided below.

Simplified Prospectus (Paragraphs 4-7, 14). The EP has sent the Commission a strong message on the Simplified Prospectus: this document, as implemented, has been a failure. This view is also shared by many of the respondents to the Green Paper. The Commission is keen to address this concern. In order to take stock and explore the possible scenarios, the Commission has decided to organise two workshops on the Simplified Prospectus. Participants to these workshops include experts representing all relevant stakeholders: industry (both fund managers and distributors), consumers/ investors, and public authorities. The first workshop took place on 15th May. The main issues discussed were the objectives that the Simplified Prospectus should pursue and problems encountered since its implementation. The second workshop (on 11th July), will focus on possible solutions to the existing situation. The record of the two workshops will be published in a public statement together with the issues paper.

Eligible assets. The Resolution draws attention to the negative consequences of different interpretations by the national regulators of eligible assets. It also stresses the need to adapt these to developments in the market (paragraphs 15, 39-42). To this end, on the basis of CESR's advice, the Commission is working on the clarification of the definition of the assets in which UCITS can invest. It is intended that a draft comitology measure be submitted to both the ESC and the Parliament in the course of July. The final implementing measures are expected to be adopted by the end of the year.

Marketing of UCITS. The Parliament rightly points out that the notification procedure "has unintentionally become a licensing procedure" (paragraph 15). The Commission is preparing an Interpretative Communication on the Marketing of UCITS, which is expected to be adopted in July. This initiative should help to clarify the scope of Host Member States residual powers conferred by the UCITS Directive, notably in the context of the notification procedure.

Market efficiency and working of the passports. The Resolution extensively deals with a series of inefficiencies that handicap the development of the European fund industry (paragraphs 4, 16, 18-21, 26-33). The Expert Group on Market Efficiency, established at the beginning of this year by the Commission, aims to a) identify solutions to the obstacles that prevent the industry from exploiting the full potential and b) to define the steps needed to successfully implement those solutions. The group has established five sub-groups focusing on many of the issues highlighted in the EP's Resolution: authorisation/ notification, depositary passport, management company passport, cross-border fund mergers and pooling. The Group's recommendations will be presented in a report which will be published by end June and will be open for comments.

Non-UCITS investments. The Parliament's Resolution calls on the Commission to continue to monitor the situation with regard to non-UCITS (paragraphs 43-45). To help it in this task, the Commission has also established an Expert Group on Alternative Investments. The objective of this Group is to study the risks and opportunities posed by alternative investments. It has been split into two sub-groups: Hedge funds and Private equity. The Group's reports will be also published by end June and open for comments.

Competing Products. The Resolution expresses concern about the terms in which UCITS compete with other long-term savings products (paragraphs 37-38). In order to analyse the conditions and consequences of this competition, the Commission is launching a study. This study will identify which products are competing for consumer attention, the manner in which they are sold to consumers and the conditions under which they are offered to consumers. The study is expected to start in autumn of this year.

Contacts with third-country supervisory authorities. The Parliament calls on the Commission to foster contacts with these authorities to update them about changes to EC legislation and to reassure them on the quality of UCITS products (paragraph 48). The Commission notes that the UCITS "brand" is an important asset for the industry in order to gain access to third-country markets. Thus, the Commission will take particular care so that changes to the legislative framework will not damage the attractiveness of UCITS. Likewise, the Commission is willing to play its part in the dialogue with third-country supervisory authorities. The Commission looks to the industry and Member States' authorities who are the first line of contact with these authorities for suggestions as to how it can be usefully involved in such discussions.

Risk management. The Resolution urges the Commission to bear risk management in mind and to undertake further studies on effective risk control (paragraphs 12-13). The Commission takes note of the view that there is a need for greater emphasis on risk-management controls at the level of UCITS management company and depositary. UCITS III has introduced new requirements for risk-management controls – especially those making extensive use of new derivatives-based investment or trading. The Commission will be following the development of investment strategies and risk features of the industry in the coming months. This follow-up will not be only limited to the monitoring of the implementation of the risk management provisions introduced by UCITS III (where a report on implementation of the Commission Recommendation 2004/383/EC of 27th April 2004 has already been published) but it will be also forward-looking. To assist it in this task, the Commission has launched a study aiming to identify the risks associated to current trends in asset management.
Lamfalussy. The Resolution recognises that the Commission should build on the provisions of the existing Directive rather than set about an extensive re-casting of the Directive to introduce widespread scope for adoption of implementing legislation via comitology powers (paragraphs 49-52). However, as and when adjustments are needed to the Directive, consideration should be given to making provision for the adoption of implementing legislation through comitology. The Commission agrees with this pragmatic and progressive approach. In particular, the Commission should build on the solid foundations laid down by the existing Directive. We do not need an indiscriminate dismantling of legislation which has laid solid foundations for a successful fund industry. Where changes to the Directive prove necessary, careful consideration will be given to making use of comitology based rule-making in order to accomplish the objectives of the amendment.

Comitology. The Resolution concludes by encouraging the Commission and the Council to conclude the current negotiations on comitology (paragraph 53). The Commission concurs that it is extremely important to broker an agreement on this point which is acceptable to all Institutions and which provides for appropriate use of comitology based rule-making.

Other relevant initiatives

Open Hearing. In order to present and foster the debate on the Expert Group's reports, the Commission is organising an Open Hearing to be held in Brussels on July 19th. The objective is to gather the reactions and comments from all relevant stakeholders (including national authorities, industry, institutional and retail investors).

Research. The Commission has also launched two studies: “Potential cost savings in a fully integrated European Fund Market” and “Current trends in the European Asset Management Industry”. Final reports will be prepared by August/September.

The findings/conclusions of many of the above work streams will be reflected in the White Paper on investment funds which will be adopted in November this year. The White Paper will present a definitive Commission assessment of how to improve the functioning of the single market for investment funds based on a consideration of the different options. To this aim an impact assessment will be prepared. The impact assessment report will be published in parallel to the White Paper as a Commission's working document.
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