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3. Date of adoption of the resolution: 8 October 2020
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5. Brief analysis/assessment of the resolution and requests made in it:
In its own initiative report the European Parliament takes stock of progress made on the Capital Markets Union (CMU), taking into account the recent reports by the CMU High Level Forum and NextCMU group, and calls for action by the European Commission and the Member States in the areas where progress has been deemed to date insufficient. It calls for action in seven areas: 1. Financing business; 2. Promoting long-term and cross-border investments and financial products; 3. Market architecture; 4. Retail investors; 5.Financial education; 6. Digitalisation and data; and 7. EU’s role in global markets. The Parliament considers that the Commission’s initiatives on the CMU are going in the right direction but that more work remains to be done in terms of the convergence, precision, effectiveness and simplification of the measures adopted.
The Commission has continuously engaged with the European Parliament throughout the CMU project. Furthermore, the Commission held a number of exchanges with the Parliament on several aspects of CMU, while the Parliament was still working on the report. While the European Parliament adopted its report in plenary on 8 October - after the Commission has published its new action plan on the CMU – most of the substantive work on the report had largely been finalised before that. The European Parliament’s report therefore does not specifically reflect the content of the actions put forward by the Commission in its new action plan, nor does it express any explicit views on the merits of those actions.
Overall, the recommendations put forward in the European Parliament’s report are broadly consistent with the actions set out in the Commission’s new action plan on the CMU published on 24 September.
More specifically, the European Parliament’s recommendations are fully consistent with the following actions set out in the CMU Action Plan (14 out of 16 actions):
· Action 1: Making companies more visible to cross-border investors;
· Action 2: Facilitating the listing of companies, acknowledging disproportionate administrative burdens and compliance costs associated with listing requirements faced by SMEs; 
· Action 3: Supporting vehicles for long-term investment;
· Action 4: Encouraging more long-term and equity financing from institutional investors;
· Action 5: Directing SMEs to alternative providers of funding;
· Action 6: Helping banks to lend more to the real economy;
· Action 7: Empowering citizens through financial literacy;
· Actions 8a and 8b: Building retail investors’ trust in capital markets;
· Action 10: Alleviating the tax-associated burden in cross-border investment;
· Action 11: Making the outcome of cross-border investment more predictable as regards insolvency proceedings;
· Action 12: Facilitating shareholder engagement;
· Action 13: Developing cross-border settlement services;
· Action 15: Strengthening investment protection and facilitating investment;
· Action 16: Deepening supervisory convergence.
In addition to those actions, the Commission has also put forward a targeted action to support people in their retirement and an action aiming to create a more integrated European trading landscape by building a pan-European consolidated tape.
The Commission’s targeted actions in the area of retirement income respond to an important European demographic challenge. Pension inadequacy is an important problem in today’s society, with more than 18% of citizens currently at risk of poverty and/ or social exclusion in older age. One of the key social and economic roles of capital markets is to provide citizens with adequate opportunities for planning and saving for their long-term financial needs. These long-term savings would also allow mobilising long-term capital for financing the European economic growth.
The action in the area of pensions consists of three important elements. More specifically, the Commission will work towards: (i) identifying the relevant data and methodology for developing pension dashboards with indicators that would allow for better monitoring of pension adequacy across Member States; (ii) developing best practices for the set-up of national tracking systems that would facilitate citizens’ access to individualised pension information and raise citizens’ awareness regarding their future retirement income; and (iii) analysing existing auto-enrolment practices in occupational pension schemes, with a view to developing best practices.
The Commission acknowledges that the way the Member States organise their pension system is informed by their national social and political choices. However, increasing pension coverage across all Member States would not only foster the adequacy and sustainability of national pension systems, it would also have a substantial positive effect on the development and integration of EU capital markets. Boosting access to and coverage of capital-based pension systems in the EU can set in motion a positive feedback cycle: EU citizens will benefit from higher returns from investment, more employment and adequate retirement savings, while Member States progressively reduce their respective pension gaps.
The action on consolidated tape, put forward by the Commission, would be a step towards the “democratisation” of access to “market data” so that all investors and intermediaries – including from smaller markets - could compare trading conditions across the whole EU trading landscape. It should increase investors’ capacity to evaluate the quality of their broker’s performance in executing orders and contribute to a higher quality of trade execution across the EU. A genuine single market for capital requires an integrated view across all EU trading venues.

6. Response to the requests and overview of the action taken, or intended to be taken, by the Commission:
The Commission welcomes the European Parliament’s report on the CMU, and its acknowledgment of the major steps taken in several critical areas as well as its call for the completion of the CMU, which remains a key priority under this Commission. In the current context, with the EU facing an unprecedented recession following the COVID-19 crisis, significant progress on the CMU is even more indispensable than before and there is thus a need to move forward ambitiously.
Financing business (paragraphs 1-21]
The Commission supports the objective to enhance access of companies to funding to enable them to grow, create jobs and innovate. The CMU has become more urgent in light of the crisis induced by COVID-19. Public support and bank loans have helped households and businesses stay afloat by addressing the short-term liquidity squeeze caused by lock-downs. In order to stay solvent in the medium- and longer-term, however, businesses need a more stable funding structure. The EU’s industry, in particular Small and Medium sized Enterprises (SMEs), need more equity to recover from the economic shock and become more resilient. Nevertheless, access to some forms of funding, such as public equity, remains limited. The new measures put forward in the CMU action aim to further facilitate the use of market funding and help companies make use of all available funding sources.
With this objective in mind, the Commission will assess whether the listing rules for public markets (both SME growth markets and regulated markets) could be further simplified. The assessment will focus in particular on: (i) the appropriateness and consistency of the SME definition across financial legislation, (ii) potential simplification of the market abuse regime, and (iii) the merits of introducing transitional provisions for first time issuers on regulated markets and SME growth markets.
As part of its mandate set out in the Directive on Covered Bonds, the Commission will submit a report to the European Parliament and Council on the possibility of introducing a dual-recourse instrument - European Secured Note - together with a legislative proposal, if appropriate, by July 2024. In its assessment, the Commission will consider the objective of supporting SMEs in the transition to a more competitive and sustainable economy and channelling funding to the real economy.
In line with the European Parliament’s resolution, the Commission will assess the merits and feasibility of introducing a requirement for banks to direct SMEs, whose credit applications have been turned down, to providers of alternative funding. The Commission is grateful for the European Parliament’s support to the creation of the SME IPO (Initial Public Offering) fund, which would primarily aim to support SMEs, going for a public listing (IPO), but would also help SMEs in pre-IPO or post-IPO stages.
The Commission welcomes the European Parliament’s support to create a European Single Access Point (ESAP) and would consider adopting a legislative proposal to put it in place in the third quarter of 2021. The aim of ESAP would be to provide seamless, EU-wide access to all relevant information (including financial and sustainability-related information) disclosed to the public by listed companies. Moreover, the Commission intends to adopt a proposal to revise the Non-Financial Reporting Directive (NFRD)[footnoteRef:1] in the first quarter of 2021. An aim of the revision would be to align the disclosure requirements of the NFRD as much as possible with other relevant EU legislation, including the Taxonomy Regulation[footnoteRef:2] and the Sustainable Finance Disclosure Regulation[footnoteRef:3]. This is likely to require the development of mandatory EU non-financial reporting standards. The sustainability-related information reported under the revised NFRD may also feed into ESAP. [1:  	Directive 2014/95/EU of the European Parliament and of the Council of 22 October 2014 amending Directive 2013/34/EU as regards disclosure of non-financial and diversity information by certain large undertakings and groups ]  [2:  	Regulation (EU) 2020/852 of the European Parliament and of the Council of 18 June 2020 on the establishment of a framework to facilitate sustainable investment, and amending Regulation (EU) 2019/2088]  [3:  	Regulation (EU) 2019/2088 of the European Parliament and of the Council of 27 November 2019 on sustainability‐related disclosures in the financial services sector] 

The Commission welcomes the European Parliament’s endeavours to support long-term equity investment. Changes to the legislative framework and increased incentives to use the ELTIF fund structure could promote the introduction of pan-European long-term investment funds and ultimately channel more funding, including from retail investors, into the EU's real economy.  
In line with the recommendation of the Parliament, the Commission is looking to revitalise securitisation markets in the EU by undertaking a comprehensive review of the EU securitisation framework for both Simple, Transparent and Standardised Securitisation (STS) and non-STS securitisation. The Commission took note of the European Parliament’s suggestion to assess how targeted amendments to the securitisation framework could free up the financing capacity of banks.
A swift recovery from the COVID-19 crisis is at the core of the Commission’s work. In July 2020, the Commission adopted the Capital Markets Recovery Package[footnoteRef:4] in order to facilitate the recovery. This package introduces an ‘EU Recovery Prospectus’ to facilitate the urgent ‘recapitalisation’ of the European small and midcap sector. The recovery package also seeks to increase research coverage for SMEs by streamlining the complex rules that govern payment for brokerage and investment research. The upcoming review of the MiFIR (Markets in Financial Instruments Regulation) rulebook will also aim at reconciling the interest of transparent trading on public markets with the aim to allow EU issuers to raise capital in the markets of their choice. [4:  	Proposal for a regulation of the European Parliament and of the Council amending Regulation (EU) 2017/2402 laying down a general framework for securitisation and creating a specific framework for simple, transparent and standardised securitisation to help the recovery from the COVID-19 pandemic
Proposal for a regulation of the European Parliament and of the Council amending Regulation (EU) No 575/2013 as regards adjustments to the securitisation framework to support the economic recovery in response to the COVID-19 pandemic
Proposal for a directive of the European Parliament and of the Council amending Directive 2014/65/EU as regards information requirements, product governance and position limits to help the recovery from the COVID-19 pandemic
Proposal for a regulation of the European Parliament and of the Council amending Regulation (EU) 2017/1129 as regards the EU Recovery prospectus and targeted adjustments for financial intermediaries to help the recovery from the COVID-19 pandemic] 

The Commission agrees with the European Parliament’s view on the need to foster the development of the crowdfunding market in the EU as it remains underdeveloped compared to that of other major economies. In this regard, the Commission expects the Regulation on European Crowdfunding Service Providers[footnoteRef:5], which entered into force on 10 November 2020, to enable the development of this industry by establishing a pan-European framework for the provision of these services, thus unlocking this alternative financing channel for European companies, especially start-ups and SMEs. Before 10 November 2023, the Commission will present a report to the European Parliament and Council on the application of this regulation, accompanied where appropriate by a legislative proposal. The report will also assess the impact of this regulation on the proper functioning of the Union’s internal market for crowdfunding services, including the impact on access to finance by SMEs. [5:  	Regulation (EU) 2020/1503 of the European Parliament and of the Council of 7 October 2020 on European crowdfunding service providers for business, and amending Regulation (EU) 2017/1129 and Directive (EU) 2019/1937] 

In addition, the Commission is working on a number of projects that would provide more information to SMEs on alternative financing instruments through assessing the feasibility of a bank referral scheme as well as the creation of the SME IPO Fund.
The Commission sees that Employee Share Ownership schemes can have a number of benefits for employees and companies, but also for society in general. This is also the reason why the promotion of the development of Employee Share Ownership has been the EU policy for nearly thirty years, starting with the publication of the PEPPER report in 1991 on Promotion of Employee Participation in Profits and Enterprise Results. As part of the CMU action plan in 2015 and its mid-term review in 2017, the Commission carried out actions considered useful and realistic in this area, notably targeted exchanges in the Member States Expert Group of the European Securities Committee and a mapping of the existing EU Employee Share Ownership schemes. Continuing this exchange between Member States, coordinated at European level, could be useful to promote such schemes and allow Member States with less experience to benefit from the experience of other Member States, notably where Employee Share Ownership has traditionally played a greater role. Nevertheless, the success of Employee Share Ownership hinges to a large extent on the tax treatment afforded to such schemes. This is why the High Level Forum on the CMU recommended that Member States should promote Employee Share Ownership and Employee Financial Participation in general by providing adequate tax incentives.
The Commission agrees with the European Parliament that an assessment of the settlement discipline regime under CSDR[footnoteRef:6] may be necessary in view of Brexit as well as recent experiences in the financial markets as a result of the COVID-19 crisis. The Commission intends to conduct this analysis within the ambit of its forthcoming report to the European Parliament and the Council on the CSDR review. Depending on the outcome of that analysis, the Commission may make appropriate legislative proposals by the fourth quarter of 2021. [6:  	Regulation (EU) No 909/2014 of the European Parliament and of the Council of 23 July 2014 on improving securities settlement in the European Union and on central securities depositories and amending Directives 98/26/EC and 2014/65/EU and Regulation (EU) No 236/2012] 

Promoting long-term and cross-border investments and financial products (paragraphs 22-33)
The Commission fully shares the European Parliament’s view that issues such as supervision, taxation and insolvency laws represent major long-standing obstacles to the true integration of EU capital markets. Since the launch of the CMU initiative in 2015, the Commission has been dealing with these issues as a matter of priority. On supervision, the Commission tabled in 2017 a legislative proposal amending the rules on the powers, governance and funding of the three European Supervisory Authorities (ESAs). The revised rules were adopted by the co-legislators in December 2019. On withholding tax, the Commission put forward in December 2017 a Code of Conduct with best practices to help the Member States simplify withholding tax procedures and make them more efficient for cross-border investors in the EU. On insolvency, in June 2019 the EU adopted the Restructuring and Second Chance Directive[footnoteRef:7] to facilitate the efficient restructuring of viable companies in financial difficulties and to give honest entrepreneurs a second chance, which also laid down some elements to enhance the efficiency of insolvency procedures. As detailed below, in its new CMU action plan the Commission committed to taking additional measures in these areas. [7:  	Directive (EU) 2019/1023 of the European Parliament and of the Council of 20 June 2019 on preventive restructuring frameworks, on discharge of debt and disqualifications, and on measures to increase the efficiency of procedures concerning restructuring, insolvency and discharge of debt, and amending Directive (EU) 2017/1132] 

The Commission agrees with the European Parliament that efforts are necessary at national level - in addition to any future efforts at European level - to ensure that withholding tax procedures no longer hinder cross-border investment. The current tax reclaim procedures are lengthy, burdensome and lack standardisation, leading to considerable direct and indirect cost for investors and dissuading cross-border investment.
To tackle this issue, in its new CMU action plan[footnoteRef:8] as well as action plan for fair and simple taxation supporting the recovery strategy, the Commission announced that it would work on targeted measures, including, possibly, a legislative proposal, to introduce a standardised system for relief at source of withholding tax, based on authorised intermediaries and potentially building on the OECD TRACE (Tax Relief and Compliance Enhancement) project. The objective is to make a standardised relief at source system the principal mechanism for withholding tax relief. Where relief at source is not possible, withholding tax refund procedures will be further standardised and simplified to facilitate reclaim. In addition to becoming more efficient and reducing compliance costs, the improved and streamlined procedures should also enable national tax authorities to better fight tax avoidance and tax fraud. [8:  	Communication from the Commission to the European Parliament, the Council, the European Economic and Social Committee and the Committee of the Regions A Capital Markets Union for people and businesses-new action plan COM/2020/590 final
] 

The Commission agrees with the European Parliament that the adoption of the legislative proposal on a Common Consolidated Corporate Tax base (CCCTB) would increase the competitiveness of the single market. The Commission recalls that the CCCTB proposal for a directive includes a measure, the Allowance for Growth and Investment (AGI), which is aimed to reward new investment in equity by allowing a tax deduction. This measure would contribute to tackling the debt bias and would avoid penalising investment in equity, as compared to debt.
The Commission shares the European Parliament’s view concerning the importance of more efficient and effective insolvency proceedings. Divergent and sometimes inefficient national regimes make it difficult for cross-borders investors to anticipate the length and outcome of value recovery proceedings, and is thus a barrier to cross-border investment. Action is needed to make the outcome of insolvency proceedings more predictable. The Commission will analyse with great care which instrument can best serve this objective and will, after careful assessment, proceed to proposing legislation or issue apposite recommendations to the Member States.
The Commission agrees with the European Parliament that it should be made easier for shareholders to engage with companies whose shares they own and to fully exercise their voting rights. The Commission will therefore assess the need for, and the possibility of, introducing an EU-wide, harmonised definition of “shareholder”. It will also consider if and how the rules governing the interaction between shareholders, intermediaries and issuers as regards the exercise of voting rights and corporate action processing can be further clarified and harmonised.
The Commission agrees with the European Parliament on the need to ensure a consistent and adequate protection of intra-EU investments. The debate triggered by the termination of the intra-EU Bilateral Investment Treaties showed that reinforcing investors’ trust in the protection that EU law offers to them will be essential to encourage them to invest in other Member States. The Commission will therefore propose to strengthen the investment protection and facilitation framework in the EU by the second quarter of 2021.
The Commission agrees with the European Parliament’s view that demographic changes within the EU are affecting pension adequacy, and creating a risk of insufficient income for individuals when they retire. As state finances are ever more strained, it will be essential to promote occupation and personal pensions. The goal of PEPP[footnoteRef:9], was precisely to contribute to increased choices for retirement savings and to build an EU market for personal private pensions. The Commission reminds that Member States are encouraged to apply a fair and favourable tax treatment for all pension products to ensure a level playing field. The Commission is currently in the process of adopting implementing measures to further specify details of the PEPP Regulation. In line with the mandate set out in the PEPP Regulation, every two years from the date of application, the Commission will review, with the support of the European Supervisory Authorities, the adequacy of costs and fees, and analyse their impact on the availability of PEPPs. [9:  	Pan-European Personal Pension Product Regulation] 

The Commission takes note of the suggestion by the European Parliament to consider an EU ‘de minimis’ or exemption regime for distribution to certain investors in the framework of the UCITS Directive[footnoteRef:10]. The discussion on a potential creation of different categories of UCITS (intended for professional and retail investors) and an exemption from some transparency or investor protection requirements took place during the recent legislative work on amendments to the UCITS Directive. Since UCITS funds are designed as retail products, any introduction of possible exemptions requires an in-depth reform of the UCITS marketing and investor protection rules. The issue of investor categories will be further considered in the context of the Alternative Investment Funds Managers Directive review. [10:  	Directive 2014/91/EU of the European Parliament and of the Council of 23 July 2014 amending Directive 2009/65/EC on the coordination of laws, regulations and administrative provisions relating to undertakings for collective investment in transferable securities (UCITS) as regards depositary functions, remuneration policies and sanctions] 

As announced by President Von der Leyen in her State of the European Union speech in September 2020, the Commission is leading the way in developing a reliable EU Green Bond Standard. The Commission plans to propose legislation establishing an EU Green Bond Standard in the second quarter of 2021. This work builds on the draft standard of the Technical Expert Group on Sustainable Finance. The Commission welcomes the fact that some green bond issuers are already referring to this draft standard. Green bonds start to play a growing role in financing the EU transition to an environmentally sustainable economy.


With adequate support for a large-scale and high quality market to emerge, green bonds could help reach the investment objectives of the European Green Deal and foster economic recovery.
The Commission agrees with the European Parliament that a euro-denominated EU asset would create an important EU-wide benchmark for EU asset valuation and contribute to further asset diversification and risk sharing in the EU. It could therefore enhance the efficiency and resilience of both the Banking Union and CMU. The Commission has begun issuing bonds on capital markets, on behalf of the EU, to finance its SURE programme and is gearing up to issue up to EUR 750 billion to finance the Next Generation EU programme.
The Commission believes that incentivising institutional investors to make more long-term investments will be instrumental to supporting re-equitisation in the corporate sector. The participation of insurers in long-term investments, in particular equity, can be supported by ensuring that the prudential framework appropriately reflects the long-term nature of the insurance business and mitigates the impact of short-term market turmoil on insurers’ solvency. In addition, the role of banks as institutional investors can be further increased by facilitating their investment and enhancing their ability to build on their large customer bases. With this in mind, the Commission will assess whether Solvency II could be amended to further promote long-term investment by insurance companies, without harming financial stability and policy holder protection. It welcomes the European Parliament’s support to pay attention to appropriate prudential treatment of long-term SME equity investment by banks when implementing Basel III.
The Commission agrees with the European Parliament that the CMU policy should be consistent and coherent with other initiatives, such as the European Green Deal and the Green Deal Investment Plan. The Commission notes that the CMU is an essential pre-condition of these initiatives that should act as a conduit to channel the necessary investments towards sustainable investment projects, thereby contributing to the EU’s sustainability agenda. The EU taxonomy represents a major step in that direction and the Commission is now preparing delegated acts with a view to setting out sustainable activities and technical screening criteria. The first delegated act on climate change mitigation and adaptation objectives will be adopted soon and will start to apply one year after adoption. The second delegated act for the four remaining environmental objectives is planned to be adopted by the end of 2021.
Market architecture (paragraphs 34 – 42)
The Commission shares the European Parliament’s view that an integrated and convergent supervision is an essential condition for a well-functioning CMU, especially post-Brexit. In a single market, the impact of a national supervisory failure extends far beyond the borders of a single Member State. As part of the new CMU action plan, in a first instance, the Commission will work towards an enhanced single rulebook for financial services - the same set of rules applicable directly and in the same manner to all market operators, irrespective of where they are located. An enhanced single rulebook should better align supervisory practices and can underpin progress towards more convergent and integrated European supervision later. The Commission will then carefully monitor whether there is sufficient progress on supervisory convergence for the CMU to thrive. This will notably involve assessing the extent to which the enhanced tools and powers granted to the European Supervisory Authorities (ESAs) in the EU rules adopted in 2019 are effective and sufficiently conducive to ensuring supervisory convergence in the EU. This in particular concerns strengthened peer reviews (e.g. more balanced composition of review teams in addition to improved review and reporting process), the ESA’s ability to define Union strategic supervisory priorities and the ability to coordinate mystery shopping activities of competent authorities. The Commission would then take stock of what has been achieved in terms of supervisory convergence in the fourth quarter of 2021. Should there be indications that the EU supervisory set-up is inadequate for the desired progress of market integration, the Commission will consider stronger supervisory coordination or direct supervision by the ESAs in future reviews.
On the specific European Parliament’s recommendation on the supervision of an ESAP, the Commission would examine the possibility of granting the direct supervisory powers to the European Securities and Markets Authority (ESMA) in the impact assessment that would accompany a possible future proposal on ESAP, alongside other options aiming for an effective system.
The Commission took good note of the European Parliament’s call to consider a gradual granting of the direct supervisory powers to (ESMA), including the direct oversight of EU Central Counterparties (CCPs) and Central Securities Depositories (CSDs). Regarding the supervision of EU CCPs, under the European Market Infrastructure Regulation (EMIR), the Commission is required to prepare by 2 January 2023 a report assessing notably the effectiveness of ESMA's tasks, and in particular the CCP Supervisory Committee's, in fostering the convergence and coherence of the application of EMIR among the competent authorities supervising EU CCPs and the colleges, and the division of responsibilities between ESMA, the competent authorities and the central banks of issue. Depending on the outcome of that analysis, the Commission may make appropriate legislative proposals.
Regarding the supervision of CSDs by ESMA, the Commission takes note of the European Parliament’s view. In addition to the specific provision in the ESMA Regulation, which requires the Commission to assess the supervisory framework for third-country CSDs by 30 June 2021, a review of CSDR as a whole is currently ongoing. The Commission intends to present a report to the European Parliament and the Council in the coming months on the application of CSDR, including on matters related to the authorisation and supervision of EU CSDs. Depending on the outcome of that analysis, the Commission might make appropriate proposals by the fourth quarter of 2021.
As regards the supervision of crypto-assets, the Commission fully agrees with the European Parliament on the need to establish EU level supervision where crypto-assets are of a significant size and have a significant cross-border activity. The Commission’s proposal for a regulation on markets in crypto-assets includes bespoke rules for issuers of so-called stable coins, and proposes to confer supervisory powers to the European Banking Authority where these become significant based on objective criteria such as the number of tokens in circulation, size of the promoter and cross-border activity.
The Commission is equally concerned as the European Parliament about the Wirecard case. The Commission outlines again that risks should be regulated and supervised appropriately, and that strong regulation and supervision are key to preserving trust in finance, both for traditional and new players. The Commission will therefore evaluate, in the context of the Payment Services Directive review, any new risks stemming from unregulated activities, and whether some of these activities should be brought under supervision.
Upcoming reflections should also cover working arrangements with third country authorities and carefully consider the need for enhancing their effectiveness. On audit, the Commission will evaluate the impact of the Audit Directive and of the Audit Regulation, including their effects on the market, and has just launched a study to this effect. Joint audits will be one of the items to be included in the review.
The Commission is a strong advocate of choice and competition between trading infrastructures. A transparent and competitive trading infrastructure is the way to ensure best execution of any investor’s trading strategy. The Commission will continue to promote best execution and the interest of investors. The Commission agrees that a reform of the rulebook governing trading in shares and other financial instruments is necessary to ensure the twin goals of investor protection and market integrity. In this context, the Commission will assess the increasing role that market data, access to market data and the reliability of market data play in ensuring transparent and competitive markets that perform in the interest of every investor.
The Commission agrees with the European Parliament that taking into consideration the views of retail investors, consumers and civil society at large when preparing financial legislation is of utmost importance. Their representatives need to have the capacity to liaise with national level associations and to produce their own research and analysis, which they can then use in their advocacy activity The EU has been providing grants since 2013 to two organisations representing consumers and other financial services end-users. In 2018, the Commission adopted a legislative proposal for a Single Market Programme[footnoteRef:11] that envisages the provision of additional funding to such representatives over the period 2021-2027. [11:  	COM(2018)441] 

The Commission shares the European Parliament’s view that European standards, alongside the continuous enhancement of the single rulebook, will contribute to reducing fragmentation in European capital markets. The Commission continues its work towards the development of new EU standards, including in the area of sustainability (Green Bond Standard).
The Commission notes the European Parliament’s concern regarding the complexity of and need for proportionality in financial regulation. The Commission is committed to the principles of Better Regulation. Legislative proposals must be evidence-based, widely consulted upon, subject to an impact assessment and reviewed by the independent Regulatory Scrutiny Board. They should also respect the principles of proportionality and subsidiarity and show the clear benefit of a European action. In its legislative work, the Commission pays particular attention to the coherence of rules and, as part of an impact assessment, to the overall impact of each proposed legislation. Regular legal reviews or evaluations of existing rules aim to assess not only the effectiveness and efficiency of those rules but also their coherence with the wider legal framework and the potential for simplification and burden reduction.
The Commission points out that it has undertaken various comprehensive assessments of the regulatory reforms that followed the last financial crisis. Further evaluations of these reforms are ongoing and planned, with some coordinated at international level by the Financial Stability Board. In 2019, the Commission completed a large-scale fitness check of the supervisory reporting requirements contained in EU financial services legislation, following up on the findings of the 2015 Call for Evidence and subsequent reports. The fitness check considered the overall effectiveness, efficiency and coherence of the rules in place. Significant work has also been undertaken to assess whether the rules in place are fit-for-purpose to address new challenges and facilitate the digital and green transformations.
The Commission is committed to reviewing the rules that are not producing the intended impact, lack coherence or are not cost-effective to achieve their objectives. The Commission will continue to engage with all relevant stakeholders through various consultation mechanisms, giving them an opportunity to provide evidence and contribute to policy development.
The Commission agrees with the European Parliament that the impact of Covid-19 crisis on the EU financial system should be carefully analysed in order to draw lessons for the EU regulatory and supervisory framework. The Commission will use the opportunity provided by the ongoing reviews of the regulatory frameworks for insurers and investment funds to consider options for further developing the macro-prudential toolkit, also taking into account relevant recommendations of the European Systemic Risk Board (ESRB).
Retail investors (paragraphs 43 – 54]
The Commission recognises the importance of retail investor participation in financial markets and identifies it as one of three main objectives in the new CMU action plan. It shares the concern expressed by the European Parliament, in particular in view of the demographic challenges faced by the EU. The Commission notes that the more developed the capital markets are, the easier people's access to financial products and solutions that match their needs and preferences. The new CMU action plan aims to put capital markets at the service of people, offering them both sustainable investment opportunities and strong investor protection.
The Commission takes note of the European Parliament’s request to align investor protection  measures across financial services legislation and to foster the development of web-based comparison tools that would help retail investors in their decision making process. As announced in the new CMU action plan and in line with the results of the Commission’s study on Options for development of online tools and services supporting retail investors in investment decisions, the Commission will assess the applicable disclosure framework with a view to amending it to ensure that investors receive clear and comparable product information. Comparable product information is an essential pre-requisite for the development of digital comparison tools. This action should include improvements to the disclosure of sustainability-related information, which would accelerate the uptake of sustainable products by retail investors. The Commission will complete the assessment by the first quarter of 2022.
The Commission concurs that it is important to ensure investor confidence in capital markets, ensure that the sound investor protection measures are in place and that market participants are financially literate. In this regard, the Commission will seek to conduct a feasibility assessment for the development of a dedicated EU financial competence framework by the second quarter of 2021 as well as to assess whether it is appropriate to extend the principle enshrined in Article 6 of the Mortgage Credit Directive, requiring Member States to promote formal and non-formal financial education, to other relevant sectoral legislation.
The Commission shares the European Parliament’s view that the single market for retail financial services is underdeveloped and that purchasing retail investment products on a cross-border basis is not common and is subject to obstacles. While for mortgages or insurance products there can be high costs associated with cross-border provision, this is not necessarily the case for all retail investment products. The Commission has thus committed to presenting a retail investment strategy in the first half of 2022, which should focus on the interest of individual investors and seek to ensure that they can take full advantage of capital markets. In particular, it will seek to ensure that an individual investor can benefit from adequate protection, bias-free advice and fair treatment, open markets with a variety of competitive and cost-efficient financial services and products, and transparent, comparable and understandable product information. The Commission will also seek to address weaknesses of the current disclosure framework, notably to seek better alignment of the Insurance Distribution Directive (IDD), the Markets in Financial Instruments Directives (MiFID II) and the Packaged Retail and Insurance-based Investment Products (PRIIPS).
As regards the Packaged Retail and Insurance-based Investment Products (PRIIPs), the Commission agrees with the assessment of the CMU High Level Forum that some elements of the PRIIPs framework should be reviewed, in particular to ensure that the PRIIPs Key Information Document functions well as a disclosure document for investment fund products. The Commission has thus closely followed and supported the work of the European Supervisory Authorities to review the Delegated Regulation on the PRIIPs Key Information Document. As part of this effort, the Commission has carried out consumer testing on the optimal presentation of financial performance information.
The Commission regrets that ESAs were not yet able to agree on a proposal to review the PRIIPs Key Information Document, despite considerable work that went into the review process. The Commission is currently assessing the options to ensure that the work on the revised PRIIPs Key Information Document continues. The Commission shares the European Parliament’s expectation that any changes to delegated and implementing acts must fully respect the provisions set out in the legislative act. Meanwhile, work is ongoing on the broader review of the PRIIPs Regulation. This review will build on a comprehensive study of the EU rules for financial product disclosure. The Commission will seek to ensure that any interaction between the reviews of the legislative act and its delegated and implementing acts do not result in confusion or a disproportionate burden for stakeholders.
The Commission agrees with the European Parliament on the need for appropriate differentiation between groups of clients. As part of the Capital Markets Recovery Package adopted on 24 July 2020, the Commission proposed a clear differentiation between retail and professional investors. In order to tailor the treatment of clients according to knowledge and experience, the Commission has also proposed the introduction of exemptions, such as cost and charges disclosures or loss reporting requirements that would apply to professional investors only. Other proposals to increase the ability for retail clients to opt into the professional client status, such as modifying the annual transaction thresholds or the introduction of a “semi-professional” client category, did not find a majority in the consultations leading up to the proposal or in the negotiations on the proposal itself. Nonetheless, as announced in the new CMU action plan, the Commission would plan to put forward a legislative proposal amending the Markets in Financial Instruments Regulation (MiFIR)[footnoteRef:12]/ the revised Markets in Financial Instruments Directives (MiFID II)[footnoteRef:13] by the fourth quarter of 2021to reduce the administrative burden and information requirements for a subset or retail investors. This will involve reviewing the existing investor categorisation of retail versus professional investors. [12:  	Regulation (EU) No 600/2014 of the European Parliament and of the Council of 15 May 2014 on markets in financial instruments and amending Regulation (EU) No 648/2012]  [13:  	Directive 2014/65/EU of the European Parliament and of the Council of 15 May 2014 on markets in financial instruments and amending Directive 2002/92/EC and Directive 2011/61/EU] 

The Commission took note of the European Parliament’s concerns regarding the reporting framework under EMIR[footnoteRef:14] and MiFIR. The reporting obligations under EMIR and under MiFIR serve different objectives. While MiFIR reported data should help national competent authorities detect and investigate potential cases of market abuse, to monitor the fair and orderly functioning of markets, as well as the activities of investment firms, the EMIR reporting requirement should allow for a comprehensive overview of the market and for assessing systemic risk, both of cleared and non-cleared derivative contracts. The Commission is aware of the relevance of streamlining the obligations across different pieces of legislation as much as possible. EMIR REFIT mandated the European Commission to prepare a report assessing whether the obligations to report transactions under MiFIR and under EMIR create a duplicative transaction reporting obligation for non-OTC (over-the-counter) derivatives and whether reporting of non-OTC transactions could be reduced or simplified for all counterparties without undue loss of information. This report may be accompanied with any appropriate proposal. Any modification to the reporting requirements, however, should ensure that there is not any undue loss of information both in terms of scope and by different actors, and that the objectives are achieved efficiently. [14:  	Regulation (EU) No 648/2012 of the European Parliament and of the Council of 4 July 2012 on OTC derivatives, central counterparties and trade repositories] 

The Commission is committed to considering all possible regulatory tools to avoid conflicts of interests in investment advice. For independent advice, the Commission takes note of the safeguards already in place, such as the obligation to transfer all monetary benefits received from third parties to the client. On the distribution of in-house products, investment firms already today have to inform the client on whether the range of financial instruments is limited to instruments issued or provided by entities with close links. As requested by the European Parliament, the Commission is currently undertaking a comprehensive assessment of the distribution channels for retail products across all sectors (including insurance-based investment products). Depending on the outcome of this study and considering the advice already provided by ESMA, the Commission will assess the applicable rules in the area of inducements to ensure that retail investors receive fair and adequate investment advice.
As regards the European Parliament’s proposal to establish an EU Individual Savings Accounts, the Commission recalls its recent work in the Communication of March 2019. In this Communication, the Commission reported on the results of the conducted assessment and presented the mapping of investment savings accounts in the EU. The assessment of cross-border activity showed that in most cases individuals are able to maintain their investment savings accounts when moving cross-border. However, given that these accounts largely hinge on tax related fiscal incentives granted by Member States, only fiscal residents of the Member State in question could be encouraged and rewarded for participation. The establishment of an EU Individual Savings Account would thus be unlikely to create wide-ranging benefits for EU citizens, as it would not allow for the transferability of fiscal benefits to a different national scheme.
The Commission agrees with the European Parliament that retail investors should be an integral part of the Sustainable Finance agenda and EU’s sustainable development agenda. The Commission also takes note of the European Parliament’s call to ensure that the taxonomy label methodology is clear and sufficiently understandable for retail investors. The Commission will adopt soon amendments to MiFID II and Insurance Distribution Directive delegated acts on how investment advisers and insurance distributors should take sustainability factors into account when providing advice to their clients. Moreover, the work on the EU Ecolabel for retail investment products is progressing and the extension of the Ecolabel framework designed for consumers’ products to financial products, by way of a Commission Decision, is expected for the third quarter of 2021.
Furthermore, the European Supervisory Authorities are currently jointly - and in consultation with relevant stakeholders, including representatives of civil society - developing financial product-level and entity-level disclosure rules in regulatory technical standards under the Sustainable Finance Disclosure Regulation. These disclosure rules should bring greater accountability, discipline and comparability to financial markets by improving disclosures of sustainability-related information, for the benefit of end-investors, supervisors and broader civil society. The European Supervisory Authorities will also develop financial product-level disclosure rules in regulatory technical standards under the Taxonomy Regulation.
Financial Education (paragraphs 55-58)
The Commission welcomes the European Parliament’s support for financial literacy. The Commission agrees with the necessity to foster financial literacy in order to increase individuals’ financial wellbeing and help individuals make effective decisions in personal finance. The Commission is committed to making progress on this file. On the European Parliament’s call to launch and support programmes in Member States to foster financial and digital literacy, the Commission put forward two measures in the new CMU action plan to contribute to this objective.
The first measure – the development of an EU financial competence framework (if recommended by the feasibility assessment) – will aim to categorise financial competences or skills, and within these categories, specific levels of proficiency. The competence framework would provide a common conceptual basis for a variety of stakeholders (such as national, regional, local public authorities, educational institutions, private bodies) in a variety of applications. Examples of applications include testing and monitoring of financial skills, school curricula reforms in the Member States, design of learning opportunities, design of teacher trainings and recognition and certification of financial skills. If the competence framework is effectively set up, it will be proposed to promote its take-up amongst Member States through working groups facilitated by the Commission. These working groups could constitute a useful platform for the Member States to exchange best practices on financial literacy measures and on the take-up of the competence framework.
The second measure, subject to a positive impact assessment, would seek to extend the principle enshrined in Article 6 of the Mortgage Credit Directive to relevant sectoral legislation, such as MiFID II, IDD, PEPP, UCITS and PRIIPs. It would require Member States to promote formal, non-formal and/ or informal learning measures that support consumers' financial education as regards responsible investing. The Commission aims to put forward a legislative omnibus to introduce this requirement in relevant sectorial legislation.
In addition, in the Digital Finance Strategy published in September 2020, the Commission announced that it would help fund financial literacy programmes focusing on digitalisation to be implemented by Member States, for example through the structural reform support programme.
The Commission agrees with the European Parliament’s analysis that financial education cannot replace access to reliable and impartial professional financial advice, and to effective consumer protection measures. Financial literacy and education should not be an argument to shift onto the consumer the full responsibility for making sound investment decisions. Financial literacy should help individuals reach out for advice and guidance when they need it, and to ask the right questions – but not necessarily to know all the answers.
Although the Council recommendation on ‘Key Competences on Lifelong Learning’ has recently been updated (in May 2018), the Commission notes the European Parliament’s call to propose a review of the Council recommendation and to introduce financial literacy as a standalone key competence in a future review of the Council recommendation.
The Commission supports the European Parliament’s call to financial institutions to take an active role in increasing the financial literacy of individuals, and suggests to them to take up the EU financial competence framework, once and if developed.
The Commission joins the European Parliament in its call to Member States and competent regional, local or other public authorities, to consider including or expanding financial literacy in all curricula from school to university. The Commission underlines that the EU financial competence framework, if set up after a positive feasibility assessment, could constitute a useful conceptual basis for national, regional and local public authorities and educational institutions to design such curricula reforms, and will be ready to support these authorities, including by offering a platform for Member States to exchange best practices in the field.
As regards the OECD’s Programme for International Student Assessment (PISA) study, the Commission encourages Member States’ increased and regular participation in the financial literacy assessment of students.
Digitalisation and data (paragraphs 59-66)
The Commission concurs with the European Parliament on the importance of data and digitalisation in achieving the CMU.
The Commission considers that digital transformation of the financial sector brings significant opportunities. Digital finance cuts across borders and can contribute to further integrating capital markets in the EU. On 24 September, the Commission adopted a digital finance package consisting of a digital finance strategy and two sets of legislative proposals on crypto assets (including the proposal for a regulation on a pilot regime for distributed ledger technology market infrastructures) and digital operational resilience.  
As set out in the digital finance strategy, the Commission will take measures to remove fragmentation in the Single Market for digital financial services to the benefit of consumers, retail investors and businesses. These measures will aim to enhance access to financial services, including across borders. Furthermore, the Commission will support the uptake of new technologies, hence bringing efficiencies for the industry.
The Commission will seek to ensure that the financial services legislative framework is fit for the digital age. The Commission will seek to ensure through regular legislative reviews and interpretative guidance that the current framework neither prescribes nor prevents the use of digital technologies. At the same time, the Commission will assess whether the existing rules are sufficient to mitigate the risks stemming from the use of these services and adapt these rules if need be.
In the context of the digital finance package, the Commission has adopted a proposal, which clarifies the application of existing rules to crypto-assets, introduces a pilot regime for crypto-assets covered by existing financial services legislation and establishes a new legal framework (MICA) for crypto-assets, which are not covered by these rules. These new rules are meant to clarify the requirements to be applied by issuers of crypto-assets in the EU, in particular in the context of SME funding. In addition, and in line with ongoing work at international level, the Commission will consider updating the prudential rules for crypto-assets held by financial firms.
The Commission agrees with the European Parliament that the financial ecosystem is evolving rapidly, involving a wide range of players including traditional financial services providers, smaller start-ups and technology providers. While these firms offer financial services, it is essential that they can operate under the ‘same business, same risk, same rules’ principle and benefit from a level playing field. In the context of the Digital agenda, the Commission intends to propose by the end of this year new rules (‘Digital Services act’) to be able to investigate ex-ante competition issues that arise in digital markets and to regulate large platforms acting as gatekeepers. These horizontal measures are likely to address a number of issues that the financial services providers are facing while competing with large platforms. In addition, as set out in the digital finance strategy, the Commission will assess whether the current financial services legislation, both prudential and conduct rules, need to be adapted to this new ecosystem. The Commission is preparing a call for advice to the European Supervisory Authorities in order to propose legislative amendments by 2022, if appropriate.
The Commission welcomes the European Parliament’s interest in and support for regulatory sandboxes. The Commission considers that regulatory sandboxes are effective tools to foster innovation while enabling supervisors to identify opportunities and challenges innovation brings at an early stage. The European Supervisory Authorities and the Commission are monitoring these developments in the context of the European Forum of Innovation Facilitators (EFIF) and have already issued guidelines on the design of innovation facilitators to ensure sufficient harmonisation across the EU. By mid-2021, the EFIF is going to implement a new framework for cross-border testing to enable firms to test innovative proposals simultaneously in several countries on a voluntary basis.
Finally, the Commission agrees with the European Parliament that enhanced access to data and data sharing, including across borders, are essential to support innovation and develop the CMU. As set out in the digital finance strategy, the Commission will implement a number of measures to promote data-driven innovation in the financial sector, in full respect of the European data protection rules. Furthermore, in the context of the digital finance package, proposed new rules to enhance operational resilience across the financial sector, including capital markets.
The EU’s role in global markets (paragraphs 67-72)
While progress has been made, the CMU is far from complete. In an increasingly complex global environment, the Commission agrees with the European Parliament on the critical importance of deeper, more integrated, well-regulated, stable, efficient and resilient European capital markets. In the context of the UK exit from the EU, the Commission also concurs with the Parliament that this objective is even more important and should be pursued according to transparent, rules-based criteria. At the same time, it is important that the EU stays open and connected to global markets, to ensure that European investors and companies have access to the highest-quality and cheapest financial products and services.
Regarding financial services equivalence, the Commission agrees with the European Parliament that equivalence decisions are unilateral and can be withdrawn at the EU discretion. Equivalence decisions are adopted by the Commission in accordance with the EU priorities and based on EU interests. The Commission’s approach to equivalence involves robust assessment and decision-making processes which follow criteria established in EU law. This risk-based and proportional approach to equivalence assessments captures all risks for financial stability, market transparency, market integrity, investor and consumer protection and the level playing field. As part of its discretion, the Commission may decide to formally adopt, suspend or withdraw an equivalence decision, as necessary. The Commission, with the support of the relevant stakeholders including the European Supervisory Authorities, and acting in accordance with their respective mandates, ensures adequate and dynamic equivalence monitoring. This robust equivalence monitoring process ensures that financial stability, orderly markets and investor protection are preserved at all times. Any decision to suspend or withdraw an equivalence decision may be taken at the discretion of the Commission, taking into account the risks of any such decision. Equivalence decisions can be unilaterally withdrawn at any time, in particular if third-country frameworks diverge and the conditions for equivalence are no longer fulfilled.
The Commission is committed to the implementation of G20 financial regulatory reforms in the Financial Stability Board, Basel Committee on Banking Supervision and the other standard-setting bodies. The Commission will continue to work within the Financial Stability Board and the standard-setting bodies to evaluate the effects of the G20 financial regulatory reforms. The Commission supports international coordination on the COVID-19 response, and is determined to act consistently with international standards.
The Commission fully agrees with the European Parliament’s call to strengthen the international role of the euro. Enhancing the international role of the euro has the potential to reinforce the EU’s economic and financial autonomy. The Commission recognises that further deepening the Economic and Monetary Union, with the completion of the Banking Union and CMU as key elements, is necessary to reinforce the international role of the euro. These fundamental initiatives should be complemented with financial policy actions to incentivise euro-denominated trade in commodities and related financial instruments, and to facilitate the emergence of euro denominated benchmarks covering core sectors of the economy.
The Commission agrees that a level playing field should be guaranteed in future relations with the UK. In its Communication of 9 July 2020, the Commission noted the importance, when assessing equivalence, of being particularly mindful of the risks for the EU in terms of financial stability, market transparency, market integrity, investor protection and level-playing field.
In relation to central clearing, the Commission welcomes the European Parliament’s focus on the challenges faced by firms. Central clearing was the one identified area where financial stability risks could occur in the short term if no equivalence was granted. In that regard, the Commission has adopted a time-limited equivalence decision, which gives EU-based Central Counterparties (CCPs) the time needed to further develop their capacity to clear relevant trades and EU clearing members to reduce their exposures to UK CCPs. In order to achieve such reduction, industry is expected to develop a clear process to reduce their excessive exposures to and reliance on the UK CCPs that are systemically important for EU. It also gives ESMA time to conduct a comprehensive review of the systemic importance of the UK CCPs and their clearing services or activities to the EU and make any appropriate recommendations to address financial stability risks.
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