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Foreword
The Capital Markets Union (CMU) is the largest and most ambitious programme of structural reform launched by the new European Commission and Parliament in the 2014-2019 legislature. It not only moves forward the agenda of European financial and institutional integration, but also interacts closely with similar processes in the banking sector (the Banking Union), the Single Market for Services, the new regulation and supervision architectures, and the overall framework of economic governance in the EU, at both the structural and cyclical levels. Most importantly, the CMU represents a fundamental basis - in light of the crisis of recent years and its consequences - for restarting investment, economic growth and employment in sustainable, stable conditions of the public finances. This is the basic premise underpinning the contents, motivation and aims of this paper, which contributes to the public consultation launched by the European Commission with its Green Paper on the Capital Markets Union. 
We are also contributing on behalf of the FeBAF member organisations, which represent Italy's main business associations in the field of investment and finance: the Italian banking association (ABI), the insurers' association (ANIA), the asset management industry association (Assogestioni), the private-equity and venture-capital association (AIFI), the fiduciary services association (Assofiduciaria), the real-estate association (Assoimmobiliare), the supplementary pensions and assistance association (Assoprevidenza), and the securities brokerage association (Assosim), with the participation of Cassa Depositi e Prestiti S.p.A., the Italian national promotional bank.
In this paper, we present first an overview and statement of the main issues, followed by a Note on Standard, High-Quality Securitisation, as well as by a more comprehensive and detailed section containing answers to the questions formulated by the Commission on specific points of the Green Paper.
It is thus our hope that this consultation may provide the Commission with useful information and suggestions contributing to the most effective and swiftest possible planning and implementation of the Capital Markets Union, which we regard as a fundamental pre-requisite for restarting financing of the real economy and investment, and thereby leading to sustainable economic growth and employment in Europe.
We therefore count on continuing dialogue and cooperation between our institutions and organisations, at the national and international level, and remain open to providing further clarification and additional information, if needed. For convenience, below is our e-mail address: info@febaf.it.
Brussels, May 13th, 2015


Executive Summary
A Europe that returns to playing a leading role in the global economic scenario at the dawn of the third millennium. Thanks to the swift, effective implementation of an ambitious and forward-looking institutional and economic integration project. A project born in response to the worst economic crisis of the past 80 years. A crisis in which business and political leaders of the European continent have had to take a longer-term view, and put in place a more cohesive institutional architecture, capable not only of reacting to the "perfect storm," but also of boosting sustainable growth, driven by investment and high-quality jobs. What will children born now in Rome, Berlin, Paris or Riga read of our current efforts in their university books in 2035? Will they see these years as connected by a single common thread weaving together reforms such as the Banking Union, the European Supervisory Authorities (ESAs), the Juncker Plan and Capital Markets Union (CMU)? Or will they instead view them as ephemeral, incoherent efforts aimed at recovering from the depths of the recession? Will we put an end convincingly to anaemic growth in Europe? or will we remail uncertain of the future, anguished by structural handicaps, unable to cope with the new equilibria and unaware of our many -and considerable- strengths? 
We obviously favour and strive for the former of these alternatives. And we participate in the consultation on the Green Paper out of the conviction that the Capital Markets Union represents a significant opportunity to revitalise the European “dream”, accomplishing the Banking Union (which was the organised response to the crisis, in addition to the establishment of the ESAs, the European Supervisory Authorities), and the Juncker Plan. 
The Commission's programme for the creation of a Capital Markets Union (CMU) in Europe, launched with the Green Paper of 18 February 2015, represents the most important European integration project of the new Commission and the new legislature of the European Parliament. Its ambitions are great: the CMU extends to all 28 EU Member States, accompanies and complements the Banking Union, involving only the Euro Area, and connects to, and supports, the objectives of the Juncker Plan on strategic investments. It is thus the key to the entire comprehensive plan to restart growth and sustainable development in the Union in the next five years. From this latter perspective, some aspects will need to be further refined and better coordinated over time, as regards the Juncker Plan in particular, in order to maximise the macroeconomic and microeconomic impact of the plan and support structural reforms in the EU. 
The Commission's programme presents several highly positive aspects, others deserving further scrutiny and, finally, some critical points to be improved. 
Its positive aspects basically lie in its approach, which is at once pragmatic and fittingly ambitious. The plan identifies in fact a few concrete, immediate priorities for action, such as, for example, revitalising the securitisation market (on which we have provided a Note in the analytical section), developing private placement, and making use of the new ELTIFs (European Long-Term Investment Funds). The plan highlights these priorities, while inviting comments from stakeholders on all other aspects. We have engaged in a consultation process with our stakeholdes aimed at defining a concise common position that is shared by the various players in the financial sector in Italy. This agreed common contribution -we believe- should simplify and focus the Commission's work. It is our hope that the industry's position will be taken into due consideration, on both priorities and specific recommendations.
Of the points needing further consideration, we attach particular importance to the matter of how best to ensure that the 28 EU Member States avail themselves of a truly “single” set of rules and regulations by 2019, the kick-off date of the CMU. Intergovernmental processes of harmonisation, of the kind we have seen at work so far, cannot be considered sufficient by themselves in order to have concrete adequate and timely results. Nor would an additional regulatory layer imposed from above be helpful, if provisions are not made to avoid gold-plating and the overlap of multiple special national legislations. In our view, it would be preferable, along the lines of the "big bang" experience in the U.S. and the U.K., to promote some form of bottom-up harmonisation and standardisation, produced by the market itself. This should emulate and build on the mechanisms of "competitive deregulation" that took place in many countries in the 1980’s. We ask that the Commission further explore the possibility of such "bottom-up harmonisation" and formulate concrete proposals, relying on the lessons learned from the past, including in several best practise European countries. Imagine, for example, that a date were to be set, e.g., January 1st, 2019, and starting from this date all savers, investors, financial enterprises and operators were enabled to use the available regimes at their discretion, in terms of regulatory, tax, insolvency, securities frameworks and other provisions. The outcome would be a clockwork transition mechanism, driven by competition between the various regimes, which would lead to true harmonisation and simplification of the rules and supervisory instruments. Relationships with the Juncker Plan also bear further exploration and clarification: parallel and complementary processes could be systematised through close reconciliation and coordination, with positive and multiplicative effects. To this end, also in the interest of a broader implementation of the CMU, it is worth considering the possibility of establishing a single capital markets supervisory authority, in analogy with what has been done in the banking union, tasked with the mission of aiding Community institutions towards the construction and implementation process. An initial candidate for this role might be ESMA.
The Green Paper should also give value to the ineliminable role of the public sector in remedying market imperfections, supporting investment in the professional training of operators and strengthening financial education, including amongst the general public. Without a concerted efforts aimed at improving skills and building institutional capacity, both in the private and in the public sector, an ambitious target such as the CMU cannot be achieved. We believe that there is a need for a planned European strategy, led implemented and supported with the use of public resources that upgrade the human capital of citizens and economic operators, and fill the gaps in knowledge, trust and information. 
Finally, we think that the Green Paper did not take due account of the potential impact of a series of measures that are currently under consideration. They might negatively affect the operation of financial markets and, therefore in the final analysis, pre-empt the very progress and realisation of the desired single capital market. We refer, for example, to the exacerbation of capital requirements and the increase in the burden posed by rules on banks and other financial intermediaries. We refer also to other ongoing European reform projects, such as MiFID2, the proposed structural reform of the banking system, and the FTT (Financial Transaction Tax). These measures deserve all thorough consideration. Unless coordinated with the Capital Markets Union, they risk undermining its desired effects and, in the worst-case scenario, aggravating the current financial distress of non-financial enterprises, most notably SMEs, i.e. the main final beneficiaries of reform efforts.
The Italian financial services industry is strongly committed to working with the Commission and other national and European institutions to promote the Capital Markets Union, and make it real as effectively and swiftly as possible. A large portion of sustainable European development in the coming years will depend on how this goal will translate into concrete market practices and actions. With significant benefits for European enterprises, investors and households. 
The Capital Markets Union for Growth in Europe
Introduction
1. In parallel to the Banking Union, currently undergoing implementation, the Commission's plan for the creation of a Capital Markets Union (CMU) in Europe, launched with the Green Paper of February 18th, represents the most important European integration project of the new Commission and the new legislature of the European Parliament. The plan's ambition must be viewed in the context of the project's complexity, far-reaching implications, and, above all, expected benefits in terms of opportunities for savings and investment, modernisation of the industrial and financial structure, the recovery of competitiveness and the attractiveness of the European economy. The CMU extends to all 28 EU Member States, accompanies and complements the Banking Union, which involves the Euro Area, and is connected to and supports the objectives of the Juncker Plan on strategic investments. It is thus the key to the entire plan to restart growth and sustainable development in the Union in the next five years. From this latter perspective, some issues relating to the CMU will need to be further refined and coordinated over time, as regards the Juncker Plan in particular, in order to maximise the macroeconomic and microeconomic impact of the plan, restart growth and support structural reforms in the EU. 
The Merits of the Project
1.   The Green Paper takes a pragmatic approach, dividing the proposed action into two groups of measures: already mature measures that can, and indeed must, be implemented rapidly, and more complex measures that require more time and have yet to reach maturity. In this latter category, the Green Paper includes measures aimed at reforming the legislative and regulatory framework, which should involve tax, insolvency, capital markets, pension funds, corporate governance and consumer protection rules, as well as all other aspects that, unless carefully formulated, could create obstacles to cross-border activity. The following priorities are identified in the former category of measures:
a) reviewing the Prospectus Directive;
b) revitalising high quality, sustainable securitisation - ABSs.
Two parallel consultation procedures have been launched on points a) and b).
c) credit information on SMEs, credit scoring/credit rating instruments, and harmonised accounting systems at the European level;
d) developing an integrated European private placement market;
e) how the new ELTIFs (European Long-Term Investment Funds, created by an ad hoc Regulation at the end of 2014) are used.
2.   Another merit of the Green Paper is that it takes a broad, ambitious approach and is not reticent about how much is required by the objective of the CMU. It reviews the various factors that affect market fragmentation and the obstacles to cross-border activities in the EU. These factors are compared with the factors that account for the stronger performance of capital markets in the U.S., with an emphasis on the positive implications that a capital markets union may have for investors, savers, families and enterprises. If the single capital market does not work in Europe, it is clearly because of "market failures" (asymmetry of information, different business practices and models, a lack of information and communication, and gaps between the financial education levels of citizens and enterprises). Yet it is also due to "failures of government," i.e., obstacles created by public institutions, such as, for example, the overlapping of conflicting national laws and regulations, differing supervisory systems, contradictory legislation concerning the insolvency of industrial and other enterprises, the excessive, conflicting taxation of savings, and so forth. Measures must be taken with a focus on this entire set of factors, in view of simplification, standardisation and harmonisation, through joint efforts by institutions at various levels, but also by operators, the industry and citizens. The principles that are to steer the process of constructing the CMU are also well defined in the Green Paper. First of all, it is emphasised, efforts should focus on the market, with the aim of deregulating, mobilising and supporting it, exploiting, to the fullest possible extent, mechanisms founded on the free initiative of operators, competition and innovation - in other words, market mechanisms that work from the bottom up, rather than prescriptive rules imposed from above. Secondly, the Green Paper reiterates the need to draw up and implement a "single rulebook,” in other words, a single set of rules for all operators and market contexts. A single rulebook that is truly single. This challenge is especially ambitious, because, as opposed to the Banking Union, the CMU is to be put into effect in a larger market involving different currencies (28 Member States), within a framework of openness to international capital movements, with the aim of making Europe more attractive and competitive in funding and investing and the operation of its financial markets.
3.   Finally, it is to be regarded as highly positive that Community institutions are open to dialogue on this subject with market operators and all stakeholders, through this public consultation. Without the steadfast, active participation of operators, the CMU could not function. However, it should be emphasised that consultation cannot be limited just to the Green Paper and the dialogue that it promotes. It must become a permanent, systematic method of governance of the CMU, with institutional mechanisms for involvement and dialogue not only during the design and implementation of the new system, but also once it has become fully operational, through periodic monitoring and review. From this standpoint, the industry is not just one among many stakeholders, but an integral part of the single market and its operations, and thus must be given voice and space in the governance of the single market. Sector associations, beginning with the financial sector, can play, and indeed intend to play, an important role in this regard.
Critical aspects requiring further consideration and review
1.   Let us now turn to the plan's critical aspects and weaknesses. The main cause for dissatisfaction lies in the approach taken to the issue of institutional and regulatory change aimed at eliminating obstacles to the CMU. It is acknowledged by all, including the Green Paper, that there is a compelling need for drastic simplification, elimination of bureaucracy and increased efficiency of the legislative and regulatory framework. What is needed are a few, simple and common rules, consistent with those of international markets. A truly single set of rules, meaning that they must be uniform and uniformly applied to all 28 countries. It is not clear from the Green Paper how this outcome may be achieved, or what timetable and methods should be applied. It does not bode well that this work in the Green Paper has in effect been put off to the medium/long term and left to the customary mechanisms of consultation, harmonisation and review between governments and regulatory authorities. Thus far, such mechanisms have failed to yield the desired results. This should not surprise us. National authorities, one may reasonably presume, jealously guard their prerogatives, which in this case are to be transferred and removed from the national sphere. Consider that many of the issues, proposed solutions and the related harmonisation processes have been under discussion for a long time (for example, the Giovannini Commission's reports date back to 2002-2003). With no practical result. Focusing solely on intergovernmental procedures involving 28 countries and on attempts to construct yet another regulatory level does not appear compelling: a "29th regime" could only work if strong incentives were provided (or if all others were penalised), and it would thus sweep away and replace all the 28 other different regimes. Experience teaches us that continuing down the path of mere intergovernmental and inter-authority harmonisation will not ensure certain, effective and timely results. It bears recalling that the U.S. and Great Britain, which now have particularly efficient capital markets, got where they are today thanks to competitive deregulation mechanisms, supported by jurisdictional action by the courts and market pressure. It would be essential that if the Commission were to study the possibility of using similar mechanisms and formulate concrete proposals along these lines. 
2.   In fact, there is a need to design more effective and timely systems of bottom-up harmonisation, enabling the mutual recognition of the various regimes, or the guaranteed portability of rights and benefits (for example, supplementary pensions). Prerogatives and competencies must be transferred away from national and local levels, not necessarily to the benefit of the European level, but to the market (horizontal subsidiarity). We need to imagine a sort of "big bang" of the kind that in the U.S. and Great Britain resulted in previous decades in the creation of global capital markets and successful experiences. If one were to set a date for the big bang, such as January 1st, 2019, and starting on that date all savers, investors, financial enterprises and operators could use the available regimes at their discretion, in terms of regulatory, tax, insolvency and other rules, the result would be a clockwork transition, driven by competition between the various regimes, which would yield true harmonisation and simplification of the rules and supervisory mechanisms. The efficiency and very stability of the CMU would be reinforced. The success of the City of London and Wall Street was built on mechanisms of this type. Moreover, there is a "new" factor not reflected in such experiences that could both facilitate bottom-up simplification and require uniform rules: the impetuous, wide-spread impact of technology on the working of markets. The latter appear increasingly "dematerialised" in contrast with conventional specifically localised financial platforms. New technologies should also be exploited and applied in the area of credit information, cited in the Green Paper. Efficiency, cost reduction, and the need to avoid duplications (ne bis in idem) are also relevant factor driving the unification of credit data collection and use for the purpose of both the Banking Union and CMU.
3.   The role of the public sector in speeding the transition to the CMU also deserves further inquiry. Effective public action is needed to correct and overcome obstacles to cross-border activities and all other market failures, which account for the current state of fragmentation and inefficiency of capital markets in Europe. Public guarantee schemes and tax incentive systems are useful or even necessary and must be well coordinated at the European level in order to avoid distorting or obstructing competition. There is also a need for the promotion of technical assistance, the spread of technologies and capacity-building, and the dissemination of best practices. 
4.   A significant, sustained and publicly supported investment is strongly needed in the professional training of operators, the development of human capital, and financial education, including the media and the general public. The improvement of human capital, communication and information reaching out to the public opinion, and the encouragement of technological and organisational adjustment. Here again, a trickle-down approach will not be sufficient. What is needed is a well planned and carefullyimplemented European strategy, supported by public resources, aimed at involving and educating citizens and economic operators. It would be especially useful to build and disseminate a glossary of most commonly used financial terminology in various languages. The CMU cannot be implemented without creating an advanced, shared “culture” amongst operators and citizens. A culture of risk, savings and investment that must be formed and spread, starting in schools, and then in workplaces and the institutions of representative democracy, through a common, synergic, public-private commitment, and dedicated resourses from institutional sources, beginning with European institutions.
5. It is necessary to strengthen the private placement (PP) market, which still suffers of an insufficient and uneven level of development in the various European countries. The development of PP will be a testing ground for the ability of authorities, policy-makers and the industry to raise awareness, encourage and adequately involve the operators and the potential investors. This is another area in which the market left alone cannot be expected to succeed. We therefore ask the Commission to prepare a strategy of public measures aimed at providing support, spreading best practices (such as the International Capital Market Association guidelines) and setting conceptual standards.
6. The growing exacerbation of capital constraints and the proliferation and intensification of the burden of regulation on banks and other financial intermediaries are cause for serious perplexity and concern. Poorly calibrated regulations, that are inconsistent with an effective systemic and macroprudential market governance, would have negative consequences for market operation, including in the area of shadow banking. 
7. The Green Paper does not seem to adequatly consider the fact that, with regard to bonds, secondary market liquidity has decreased in recent years. The crisis has reduced trading volumes. We must facilitate secondary market activity, particularly in the banking context, by providing international investors with the knowledge they need to monitor their investments, invest and disinvest. From a regulatory and prospective standpoint, it does not seem that either MiFID2 or the proposed structural reform of the banking system are moving in the right direction: restrictions on market-making and the separation between retail and investment banks risk concentrating the market even further in the hands of a few players, to the detriment of secondary market liquidity. Small and medium sized enterprises would suffer the most as a consequence. 
8. Another subject deserving thorough consideration, that was not mentioned in the Green Paper, is the issue of the FTT (Financial Transaction Tax), to which eleven countries, including Italy, have committed in view of enhanced cooperation. This tax's impact on the secondary market would have harmful cumulative effects on the cost of capital for issuers, in conflict with the CMU's objectives. Such drawbacks were partially eliminated in the Italian version of the FTT, which has been in place since 2013. It needs to be clarified whether the omission of this subject from the Green paper is to be regarded as a (positive) indicator that FTT should not be a priority. But ideally, it would be better to state clearly that this proposal should be taken out of the legislative aqgenda.
9.  As already indicated, the CMU should be pursued and implemented in close coordination with, and with the mutual support of both the Banking Union and the Juncker Plan. Both in theory and practice, we must avoid conflicts and unjustifiably divergent treatment of the various market players, such as banks, other intermediaries regulated primarily through capital requirements, and all other financial market operators. In viable CMU, within a framework of transparency and fair competition, there is room for, and complementary roles to be played by, all different operators, to the benefit of investors, households and enterprises, and small enterprises first and foremost. 
10.  In order to establish a single European capital market, out of an awareness of the "constitutional" reforms that could prove necessary or appropriate, in addition to a single rulebook it would also be important to establish a single European supervisory authority, in analogy to what is being done at the level of the Banking Union. An initial possibility is for this role to be entrusted to ESMA. 
Analytical section
1) How to revitalise the European securitisation market

Introduction
The loan securitisation process is a tool of particular importance for financing Europe's economy and represents one of the priorities indicated in the Green paper for implementing the Capital Markets Union (CMU). Revitalising the ABS (asset-backed securities) market is probably the best way of financing the economic recovery in Europe and SMEs, considering that SMEs represent two-thirds of new employment opportunities and 58% of the growth of value added in the European Union. Yet this tool and market are difficult to operationalise in the case of SMEs. The securitisation of mortgages (mortgage-backed securities, or MBSs) is easier. There is also the separate case of securitisation of project financing loans for infrastructure, an essential step for the creation of infrastructure financing as a new "asset class," and a key component of the Juncker Plan.
In the present phase of the economic cycle, when, after the crisis, due to the new banking regulatory framework and ongoing restructuring processes, capacity and traditional banking channels for providing loans to the economy have been downsized, and other avenues of direct access to financial markets are not always easily available, above all for smaller enterprises, the revitalisation of the securitisation market may play an essential role in strengthening banks' ability to write new loans. Yet this is an ambitious objective, because a market like the securitisation market has never truly recovered yet from the financial crisis (see chart no. 1).
Chart No. 1 – European Securitisation Market – Breakdown by Type

(Source: ECB/BoE)

The benefits of revitalising this market are clear. Loan securitisation, if appropriately structured and regulated, may represent a bridge between bank-based and market-based financing, and may complement other sources of long-term wholesale funding for the real economy, and for SMEs in particular. If a significant portion of securitised loans are sold on the market, this provides banks with access to a diversified source of funding, allowing them to transfer part of their credit risk to non-bank financial institutions, and thus to free up sufficient capital to generate new loans to the real economy. 
In addition, particularly in the current macroeconomic scenario, securitisation can help ensure that liquidity deriving from the accommodating monetary policy of the European Central Bank (ECB) actually reaches the market through the banking channel. Finally, it can provide indirect access to the market for groups of end borrowers who otherwise would be excluded from it, such as SMEs.
However, we need to avoid past mistakes in order to encourage renewed large-scale use of securitisation. It follows that it will be appropriate to identify guidelines concerning the quality of the underlying loans and focus on simple, transparent securitisation techniques. 
Among the proposals to revitalise the securitisation market as swiftly as possible by focusing, among other issues, on the quality of the underlying loans, due to its interesting, rigorous approach, mention should be made of the proposal by Eurofi (September 2014), in which it is suggested that securitisation initially be limited to loans that have a default probability of less than 0.4% over three years (known as "Prime High Quality Securitisations" – PHQSs). In support of this proposal, one may, for example, cite the research conducted by the Banque of France, which rates SME loans. According to this source, the number of loans to French firms with default probability over three years of <0.4% is approximately 40,000, for a total amount of approximately €150 billion. Such a criterion would be more stringent than the one currently required by the ECB (one-year default probability ≤ 0.45%) for loans eligible as collateral, and should therefore contribute to improving investor confidence in ABSs having this structure. 
This proposal appears to be interesting and appropriate(
), as it would  allow the securitisation market to regain traction.  But it would also represent a very stringent constraint that would not determine significant effects on most Eurozone countries.
If this definition were to represent a benchmark, and thus to be restricted to "PHQS", what would be the extent of the securitisation market in the various European countries, particularly those with the highest sovereign risk? In addition, what would be the incentives for banks to transfer loans (securitise) from their highest quality portfolios and replace them with loans of potentially lower average quality, especially in terms of cost of capital (the amount of regulatory capital to be held for the new loans would be greater than that freed up through securitisation)?
Given that the sale of assets through securitisation should reduce the risk (and its weighting) for the originating banks, ABSs could represent effective instruments for providing greater flexibility to banks in order to improve their capital ratios, with benefits extending to the entire system in terms of the reduction of leverage. However, to that end, proper re-calibration of the risk weights of the ABSs provided for in the current prudential regulations would be needed, at least in terms of greater consistency (
). In particular, the various regulatory authorities could first work on eliminating the asymmetries of treatment of ABSs and collateral as far as their risk weights are concerned(
).
On the basis of highly conservative default assumptions, Standard & Poor's estimates that a tranche of triple-A securitised loans would absorb capital equal to twice the expected losses (
) (see Chart No. 2).
There is broad consensus amongst the experts (and now, paradoxically, amongst regulators as well) that under the current rules there is no correlation between the capital absorption requirements and the risk level of the securitised loans. It is reasonable to expect new developments in this regard that would give concrete form and greater manoeuvring room for the ECB's decision of 4 September and would follow up on the statements made by Chairman Draghi, notably during the press conference held in Naples on 2 October 2014. 
Chart No. 2– Analysis by the rating agency Standard & Poor’s

ABSs in quantitative easing: analysis and proposals
On September 4th, 2014, the ECB announced a package of unconventional monetary policy measures (quantitative easing or "QE"), including, among other initiatives, the purchase of "simple and transparent, high-quality, mezzanine guaranteed" asset-backed securities (ABSs).
In the press release, the ECB stated that loans issued outside Europe cannot be packaged into such ABSs. The rationale for this decision was to prevent Eurozone nations from mutualising potential risks deriving from loans issued outside Europe across the Eurosystem(
).
From a subsequent decision(
) concerning the definition of ECB eligible collateral, it may be argued that the level considered to be high quality for the ABSs purchases planned as part of QE is a rating level(
) greater than or equal the “single A”(
). 
What is meant by "simple," "transparent" and "mezzanine guaranteed" is not specified. Pending instructions from the ECB, for the moment market operators believe that, in light of various formal indications from the ECB itself(
):
· “mezzanine guaranteed” means a guarantee, most likely including a public guarantee, that raises the structure of the ABS to as close as possible to "single A" level;
· “simple, transparent” means that structures that carry double or triple "wrappings" cannot be considered eligible.
As is widely known, the various Eurozone countries exhibit different risk levels, highlighted by the spreads on their sovereign bonds. Sovereign ratings range from "single B" for Greece to "triple A" for Germany. 
A government guarantee on the mezzanine tranche will therefore produce a range of effects within the Eurozone. At most, it could reduce the greater riskiness of the underlying credit portfolio to the same rating level as the member country providing the guarantee. This means that there could potentially be mezzanine tranches rated "single B" in the case of Greece, "triple B" in the case of Italy, and "triple A" in the case of Germany.
Each country will decide the scope of the guarantee by identifying the risk share of the loan portfolio that it is willing to bear (its "risk appetite") - i.e., the maximum loss that it is ready to write on its public books in case of a default of the ABS structure up to the mezzanine tranche level. 
In this perspective, a sovereign state could not use leverage indefinitely, but should calibrate the scope of its intervention by issuing guarantees consistently with its total debt level. 
Nevertheless, to the extent that - by appropriate structuring - the junior tranche will ensure "first loss" absorption, the government guarantee will become contingent, and therefore it should not weigh on its public budget. 
Hence, the risk appetite will be based on the overall level of risk associated with the member country. For example, for a credit portfolio of rating quality "double C", the Greek government's guarantee will produce a maximum risk appetite enhanced by two notches (from "double C" up to "single B"). This implies that the Greek government may opt to limit its guarantee up to "triple C", or a maximum upgrade to its own sovereign rating level of "single B". Mutatis mutandis, for Germany, the maximum risk appetite would be seven notches (from "double C" up to "triple A"), allowing much wider scope when structuring ABSs.
The risk appetite of the guarantor will determine the amount of liquidity that will be released in the bank's balance sheet as a result of the securitisation. However, the efficacy of this transmission mechanism is tied to the revision of the prudential regulations for the European financial system (as discussed in § 1). 
The risk appetite, the sovereign rating of the guarantor, and the credit quality of the loan portfolio will determine the financial engineering of the ABS and thus the allocation of risks amongst the various tranches. 
In light of the foregoing, and given that the credit quality of a specific loan portfolio tends to be better in countries with higher sovereign ratings, it becomes evident that higher-rated countries will have an advantage in structuring high quality ABS.
The ECB measure that foresees the possibility of a supranational guarantee could be seen as an effort at levelling the playing field among the different Eurozone countries(
). It is clear in fact that adding a guarantee, for example from the European Investment Bank (which has a "triple A" rating), to the national guarantee would improve both the rating of the mezzanine tranche and the room for manoeuvre in terms of the guarantor country's risk appetite.
Finally, it should be noted that the extent of ABS purchases that the ECB intends to undertake is still unknown. It is reasonable to assume that, as far as the guaranteed mezzanine tranche is concerned, the ECB will act in the same way as it does for collateralised loans, i.e. on a pro-quota basis, linked to the size and the riskiness of each Eurozone member country. 
It would therefore be simplistic to assume that, through a government guarantee, member countries with sovereign ratings below "single A" would be able to structure ABSs for indefinite quantities, whose senior and mezzanine tranches could then be sold under the ECB programme, thus avoiding the risk of selling those tranches on the markets.
It follows that member countries with sovereign ratings below "single A" will have to consider alternative possibilities of maximising the amount of the credit portfolio that may be securitised, considering that these kinds of transactions may significantly mitigate the credit crunch and thus narrow the potential gap between Eurozone countries with different sovereign ratings. 
The ECB may play a fundamental role in this process. The ECB's regulatory and operational constraints contribute to explaining the difficulties in making use of the ABS market for SMEs, and the low level of interest shown by banks and insurance companies in –the operation of the ABS market. 
Information on securitisation and the underlying
At present, there are two main problems preventing the revitalisation of the ABS market for SMEs. The first is the heterogeneity of the underlying assets. The second is the availability of credit information. Banks generally have all the information they need, but such information is not standardised across EU jurisdictions. We therefore need to build a European system that is accessible to all stakeholders and permits cross-country comparisons, i.e., a European platform of sufficiently detailed and standardised credit information. Transparency is the most important prerequisite for market efficiency. Defining information requirements for individual loans as part of ECB collateral eligibility criteria, as is currently done in France, and ensuring access to market-friendly securitisation classifications would undoubtedly be steps in the right direction. However, we still lack sufficient homogeneity in risk assessment methods and harmonised definitions of non performing assets. This makes it difficult to compare transactions. CMU is an occasion to tackle these crucial issues. In addition, today we have the technology to achieve these objectives. 
The European Data Warehouse (ED), for example, provides loan level and bond rating data, as well as documentation repository services for the fixed-income market. The goal of ED is to create a single centralised data repository for the ABS market in Europe. The data should be based on transparency, accessibility and standardisation. ED was created in 2012 following the Euro-system ABS Loan Level reporting requirements. ED became operational at the beginning of 2013, and was founded and it is owned by a mix of market participants. The ECB and national central banks participate as observers to the ED's board. It covers: RMBSs (residential mortgage-backed securities), SMEs, auto ABSs, consumer leasing, credit card loans and loan securitisation. ABS issuers, servicers, trustees and other data providers upload data electronically according to the corresponding ECB reporting templates and taxonomies. Investors, traders, and risk managers have access to data files across asset classes and jurisdictions. Data vendors and analysts develop cash flow models and monitoring solutions based on such data. The Data Warehouse collects data on: plans, analyses and trading; monitoring and risk management; bank portfolio analysis and comparison; and mortgage market benchmarking. The data include the 29 EU Member States and have been reclassified in order to be homogeneous and comparable.
Securitisation of loans to SMEs: a bridge between bank-based and market-based financing 
There are essentially two ways to get finance to SMEs. Diversifying the sources of funding (debt funds, private placement, venture capital, crowd-funding, etc.) and making use of securitisation. These two approaches partly overlap with one another. However, new funding channels may not be enough. The traditional bank funding channel remains still quite important.
That is why securitisation - within the framework of a consistent, forward-looking CMU strategy - should be viewed as a bridge between bank-based and market-based financing. Until now, only large enterprises have had access to the market-based channel, but in the near future SMEs must also have access to forms of securitisation in order to obtain the funding they need. In this regard, it should be noted that proposals concerning “qualified securitization” set highly stringent conditions for small and medium enterprises. On the other hand the hypothetical ABSs created through the securitisation of loans to SMEs would in effect be completely illiquid and therefore of limited interest to financial markets.
It is therefore of fundamental importance, in order to promote the securitisation of loans to SMEs, that measures be identified to eliminate the major obstacle preventing such initiatives from gaining traction, namely the structural illiquidity of financial instruments representing securitised loans. In this regard, we believe that a two-tier securitisation system may enhance the liquidity of ABSs. However, specific conditions will need to be met in order to ensure that pathological situations do not arise (see the sub-prime mortgage crisis). 
In particular, a two-tier
 securitisation system could be devised. In this system, there would initially be a first cycle of transformation of loans resulting in the creation of "tier-one" securities (backed by loans), and then a second cycle resulting in the creation of "tier-two" securities (guaranteed by the "tier-one" ABSs). In the first phase, loans written by banks to enterprises would be transferred to "special tier-one vehicles" that would then issue "tier-one" ABSs using the securities sold to them. In the second phase, a "tier-two" vehicle would securitise the "tier-one ABSs" (purchased by the "special tier-one vehicles") and would then issue "tier-two ABSs", which would be resold on the financial markets. 
The mechanism thus consists of packaging "tier-one ABSs" into "tier-two ABSs" through a re-securitisation technique that ensures the transparency of the underlying ABSs and exploits their shared characteristics on the basis of a high level of standardisation, which makes tier-one ABSs easily comparable and packageable. 
The tier-two vehicle would also play the role of aggregator, with the aim of overcoming the illiquidity of individual issuances of limited amount, typical of tier-one ABSs. It will be fundamental for the success of the initiative to comply with sectoral and geographical diversification criteria, so as to ensure a low correlation between the assets backing the tier-two ABSs
.
On the subject of the appropriateness of a public guarantee, whether from a Member State or a supra-national entity, please refer to the considerations expressed above (see "ABSs in quantitative easing: analysis and proposals").
At present, the main obstacle to implementing the project is the restriction placed on re-securitisation under the EU's high-quality securitisation model.
The role of insurance companies
At present, insurance companies still do not regard ABSs as an attractive investment alternative. This is mainly due to regulatory costs, which are too burdensome when such securities are held in portfolio. The mark-to-market valuation provided for in Solvency II, together with the capital requirements associated with such instruments, mean that they are not competitive in investment decisions.
Moreover, there cannot be a European market if there is no trading or liquidity and if the level of standardisation of such securities and legislation remains very low and entirely insufficient. For example, there are still very different definitions of "loan-to-value" and, as mentioned above, default in the various legal juridictions. 
In order to assess such financial products, insurance companies require large specialised teams. The costs embedded in the metrics and valuation methods therefore makes it difficult to construct reliable stress scenarios. A high level of volatility of the observed variables also limits the validity of calibration processes.
However, we have potentially all the information that is needed to "build the framework" and put it into operation, while overcoming the obstacles mentioned above. But we need to quickly introduce the required legal and regulatory changes and standardisations. After the stress tests and the AQR - in principle - we should have the information needed to be selective in choosing the assets to securitise.
2) Answers to the questions asked in the Green Paper
1. Beyond the five priority areas identified for short term action, what other areas should be prioritised?
1.1. The priorities certainly include reducing bureaucracy and increasing the efficiency of the legislative and regulatory framework. We need a few, simple rules consistent with those of international markets (partly through the competitive deregulation measures characteristic of reforms in the U.S. and U.K.). A truly single set of rules, meaning that they must be uniform and uniformly applied to all 28 countries. It is not clear from the Green Paper how this outcome may be achieved, or what necessary timetable and methods might be. The schedule established for achieving the objectives that will be fixed with the CMU action plan (2019) appear to be excessively long. Several medium/long-term priorities indicated in the Green Paper could be brought forward, acting as a prerequisite for the other objectives. In order to create a bona fide single capital market, the first thing that is needed is greater homogenisation of the legislative framework, possibly followed by concentration of capital market supervision with a single authority. Focusing solely on intergovernmental procedures involving 28 countries and on attempts to construct yet another regulatory level does not appear compelling: a "29th regime" could only work if strong incentives were provided (or if all others were penalised), and it thus swept away and replaced all the 28 other different regimes. Experience teaches us that continuing down the path of mere intergovernmental and inter-authority harmonisation will not ensure certain, effective and timely results.
1.2. In order to avoid the risk of “over regulation” at national level, appropriate initiatives are needed to standardise certain products and market practices at the European level. It would be preferable for these initiatives to be promoted by the industry, with a bottom-up approach. This standardisation process could be boosted by the industry preparing guidelines and market practices (such as the recent Market Guide for a Pan European Private Placement Market of the ICMA, for example). In fact, there is a need to design more effective and timely systems of bottoms-up harmonisation, with mutual recognition of the various regimes, or with guaranteed portability of rights and benefits (for example, supplementary pensions). Prerogatives and competencies must be transferred from national and local levels,  not necessarily for the benefit of the European level, but for the market (horizontal subsidiarity). 
1.3. In pursuing the Capital Markets Union, it must be an absolute priority for the Commission to ensure that the opportunities presented by the existing legislative framework are fully implemented. The Italian financial sector believes that, before launching new regulations, the Commission must conduct a comprehensive assessment of how recent developments, including Solvency II, CRD IV, IORPD, the Banking Structure Regulation and EMIR may have an adverse impact on long-term funding. Where necessary, this assessment should be followed by corrective measures. 
1.4. In particular, a fundamental priority for the insurance sector in the near term is revising the capital requirements provided for in Solvency II for long-term assets such as infrastructure, investments in SMEs and securitisation, including through dedicated funds. The current requirements, which are excessively stringent and discourage investments by insurance companies, must be revised to better reflect the underlying risk exposures and risk profiles of long-term assets.
1.5. In addition, in the asset management sector, it is highly important that the Commission consider the possibility of creating a single regulatory Rule book for the sector, a "consolidated text" at the European level. The provisions enacted in the sector in recent years have given rise to the proliferation and fragmentation of the laws and regulations laid out in various primary and secondary regulatory texts and level-three measures. Creating a single, consolidated system of rules would permit better and easier systematisation of the subject, benefiting both operators and investors.
1.6. In addition, we suggest that a process leading to the creation of a level tax playing field for financial transactions and financial companies in the EU begin to be considered. Securitisations should also be used to assist a process of disposal of the banks' portfolios of impaired loans (NPL), so as to reduce the costs of funding bad loans and, simultaneously, restore the ability to provide credit to the real economy. The specific consultation document on securitisation states that these operations must also include loans to SMEs, but there is, however, no specific reference to the positions of impaired loans. 
1.7. Securitised non-performing loans could be used by banks, following ECB regulatory changes, as collateral as part of refinancing operations with the Eurosystem. One could also imagine the provision of a public guarantee on these ABSs (possibly limited only to the "mezzanine" part of the operation), so as to facilitate the possibility of acquisition by the ECB. However, in order to avoid a stigma effect between states, such an initiative should be at a European level and not by individual countries. This idea should therefore be assessed in greater depth, given that there is no guarantee that a well collateralised NPL asset-backed security is qualitatively worse than an unsecured loan security (which in the case of insolvency has extremely high loss rates). There still remains the problem of the acquisition of the rating, as all the major rating agencies do not currently have models for releasing ratings on NPLs.
2. What further steps around the availability and standardisation of SME credit information could support a deeper market in SME and start-up finance and a wider investor base? 
2.1. Another critical issue for access to the capital market for SMEs is the credit risk evaluation, which represents a significant burden for small businesses. The decision to invest in these companies goes hand-in-hand with the knowledge and the availability of information to be analysed and used. The difficulties of attracting an investor to an "SME bond" lie not in making the investor understand the instrument but in understanding whether at the basis of the analysis of that company there are homogeneous development plans and how company performance can be monitored. It would be useful to have an assessment of credit risk by an independent entity at the European level, as is already the case in France with the Central Bank.
2.2. Having a European database of standardised information about SMEs, accessible to the outside world, could be helpful for investors, and would be a fundamental step towards supporting funding for such enterprises. However, it is necessary to correctly gauge the level of information that is provided on the central database, as the information made available, if not well understood, could even give negative signals to investors (penalising smaller and less structured companies).
2.3. Given that the Italian banking sector already has valid and effective scoring models, it might be possible to consider creating a national database (the level of detail is still be studied) able to provide this information to encourage major investments in SMEs, by investors specialising in this asset class but also the banking sector. Similar experiences in Germany and Spain should also be assessed.
2.4. In order to avoid unintended consequences on funding for SMEs, we would also like to call the Commission's attention to the impact that changes to the securities investment research regime governed by MiFID II could have on access to information concerning listed SMEs, i.e., an increasing the concentration of research coverage of large issuers and a reduction of research into smaller SMEs.
2.5. In order to support a wide capital market for SMEs, it is also necessary to deal with other issues, in addition to information on credit of SMEs. The first step would be to standardise the definitions of SMEs at the European level (start-ups, innovative high-tech companies, small enterprises, and so forth), considering that the member states, authorities and associations use different definitions according to their policy objectives or business models. In addition, standardisation of the information set for medium sized companies that intend to issue bonds or shares is critical and necessary if foreign investors are to be attracted. From this perspective, the proposed revision of the Prospectus Directive is also to be viewed in a positive light, although, as illustrated further in the specific ABI response, access to capital markets by SMEs is increasingly through MTFs. Finally, it is important to encourage the adoption by investors of forward-looking approaches that make full use of enterprises' business plans in their investment decisions.
2.6. A further issue to examine is the fact the SMEs do not always pay enough attention to alternative instruments. There is also a problem of financial culture and education to be solved. It is important to consider what has already been carried out in a number of countries to facilitate the access of small and medium enterprises to the capital market. A great deal has been done in Italy over recent years in this regard and this experience should be assessed carefully by the European Commission and introduced at European level.
3. What support can be given to ELTIFs to encourage their take up? 
3.1. The need to support long-term financing for the real economy is a focal point of recent Community policies. Accordingly, we take a favourable view of the creation of a framework for Long-Term Investment Funds as an important component of the CMU. However, the barriers to entry for fund managers interested in access to the ELTIF regime, i.e. authorisation under the AIFM Directive and the stringent definition of "admissible investments", are limiting. We therefore consider it important to ensure that the set of level-two measures does not move in the direction of lesser flexibility for fund managers.
3.2. In order to foster the spread of such funds, the regulatory framework must be modified so as to eliminate the penalties that apply to insurance companies with regard to long-term infrastructure investments. 
3.3. In addition, ELTIFs must not be reserved for a few investors; they must also be promoted with retail investors, provided that their time horizons are compatible with those of such products. Generally, in order to attract both retail and professional investors, with the aim of not discouraging the latter from investing in the proposed funds, there should be adequate differentiation of requirements for professional and retail investors.
3.4. In order to foster (indirect) participation by retail investors, it would be helpful to clarify how the objective laid down in Art. 33-bis of the Regulation on ELTIFs is to be pursued, so that "UCITS are able to invest in units or shares issued by ELTIFS," for example by revising the investment limits provided for in that same Directive. From this perspective, the possibility for UCITS to invest in ELTIFs up to 20% of the UCITS' assets should be encouraged
. Increasing the investment limit provided for in the UCITS Directive could have the effect of providing concrete incentives for the development of ELTIFs and thus of promoting (indirect) participation by retail investors, in line with the Regulation's objective.
3.5. Access of SMEs to the capital market is frequently accompanied by a lack of qualified investors, but a wealth of companies, many excellent. It is important to create investors, initially domestic investors, investing in smaller entities open to this new investment, in order to forage buy and hold investments in small and medium-sized companies, in particular closed-end funds that do not need the liquidity of the secondary markets. If a virtuous cycle of this type is not created, it will be difficult to attract foreign investment.
3.6. In the Italian banking industry's view, the following are some crucial aspects still to be clarified: (a) what will the tax treatment at the national level be?; (b) what technical standards will ESMA establish for such funds?; (c) will the loan origination instruments attributed to the funds in question be consistent with the national legal orders (since such activity is normally reserved for credit institutions)?; (d) will investment in such funds be accessible to certain institutional investors, in some cases subject to restrictions or unfavourable prudential treatment (e.g., pension funds and insurance companies)? Risk-sharing mechanisms should be extended to such funds, as regards bond issuance and loan origination. 
3.7. It would also be desirable to introduce incentives for specialised investors in the mid market asset class. The issue of tax incentives is also a delicate question, given the awareness of the inevitable difficulties that would lead to the achievement of an agreement on this point with the required unanimity of all States. In the absence of such an agreement, therefore, the adoption of fiscal support measures for these operations is left up to the individual states. The industry takes a favourable view of the extension of the advantageous tax treatment of UCITS currently in effect in various national jurisdictions to ELTIFs.
3.8. It is necessary to avoid the risk that, in order to make ELTIFs suitable to retail investors as well, the following are introduced: 
· further and more stringent obligations for managers and distributors compared with the regulations protecting investors contained in directive 2014/65/EU (MiFID II). From this point of view, the "special" regime outlined by arts. 28 and 30 of the regulations approved by the plenary session should be reconsidered and reformulated to be more consistent with the requirements of MiFID II;
· further obligations for depositaries compared with what is established by directive 2011/61/EU (AIFMD). Art. 29 of the regulations approved by the plenary session places on depositaries of ELTIFs also aimed at retail investors the same restrictions envisaged by directive 2014/91/EU (UCITS V) for UCITS depositaries. This ends up by introducing a third regime of depositaries, which is based on a combination of regulations envisaged by the AIFMD and by UCITS V, which risks creating uncertainties over operation and interpretation for managers and depositaries.
4. Is any action by the EU needed to support the development of private placement markets other than supporting market-led efforts to agree common standards?
4.1. We firmly believe that common standards could be sufficiently developed as market-led best practices. In view of this goal, we support initiatives such as the ICMA guidelines on private placement, aimed at improving private placement markets at the cross-border level, which we regard as sufficient to promote common standards: further legislative efforts in this sector therefore are not necessary. The private placement market, which presents varying degrees of development in the various European countries, could serve as a testing ground for the ability of authorities and the industry to raise awareness and adequately involve individual operators. In this area as well, the market will be unable to handle matters on its own, and public supporting measures are necessary, preferably at the European level. We need to raise awareness of potential domestic investors (insurance companies and pension funds) in the “private debt” asset class at local level, particularly in countries where the market is underdeveloped and concentrated on a very small number of domestic investors and principally on foreign investors.
4.2. Initiatives to “educate” said investors on these transactions should therefore be launched by the European Commission. In addition, significant, sustained and motivated investment is needed in the professional training of operators, financial education, including among the general public, the improvement of human capital, communication with and information for the public opinion, and encouragement of technological and organisational compliance. Here again, a trickle-down approach will not be sufficient. What is needed is a well planned and implemented European strategy supported by public resources aimed at involving and updating citizens and economic operators. It would be especially useful to construct and disseminate a unique glossary and language for finance, for which English is already the common tongue.
4.3. Institutional investors play an important part. For some, markedly insurance companies, which take a buy-to-hold approach, the criteria for weighting the risks deriving from investment in bonds issued by SMEs may be unjustifiably burdensome. Indeed, the volatility of the prices of such securities proves immaterial in light of the fact that such investors hold the securities to maturity. For other institutional investors, such as pension funds, local regulation imposes restrictions or tax disincentives on the investments in question (consisting primarily of illiquid assets, alternative funds, etc.). Such restrictions and disincentives must certainly be eliminated if the objectives indicated by the European Commission are to be achieved.
4.4. In addition to educational programmes, we should review  prudential regulations governing the operating limits of insurance companies which, even on more advanced corporate private placement markets (such as the USA), are the principal investors. A similar review should also be performed on the regulations for pension institutions, application of which in several countries currently restricts the investments of pension fund operators.
4.5. However, we are in favour of legislation that provides a clear definition of "private placement", which is currently defined in a negative manner only as a "non-public offer". A common definition of "private placement" would help identify differences between such transactions and public offers, as well as to define the panel of investors who may be targeted in private placement transactions and, where appropriate, the other significant elements characteristic of such practices.
4.6. Debt financing for infrastructure projects in several European countries (Belgium, Italy, Poland, the United Kingdom and Spain) is subject to withholding tax (WHT) if the financial instrument is a loan or an unlisted private placement, whereas listed eurobonds are generally exempt from such withholding tax. In this regard, it bears remarking that in the United Kingdom new legislation is about to be enacted, repealing the withholding tax for debt-funded infrastructure. Accordingly, we believe that a similar approach must be encouraged in other Member States as well.
Measures for developing and integrating capital markets 
A. Improving access to funding
5. What further measures could help to increase access to funding and channelling of funds to those who need them?
5.1. Investors often face barriers and/or costs relating to capital allocation. Internal management of the decision-making process requires time and resources indispensable to adequate due diligence. Entrusting financial resources to managers of dedicated funds that invest in private equity, venture capital and private debt allows such costs and barriers to be reduced, since the experience, cross-border nature and track record of such managers can be relied upon.
5.2. The role of the public sector in speeding the transition to the CMU also deserves further inquiry. Effective public action can correct and overcome obstacles to cross-border activities and all market failures, which explain the current state of fragmentation and inefficiency of capital markets in Europe. Public guarantee and tax incentive systems may be appropriate or even necessary and must be well coordinated at the European level in order to avoid distorting or obstructing competition. There is also a need for promotion of technical support, the spread of technologies and capacity-building, which are an essential part of the CMU and best practices.
5.3. Additional measures to promote access to funding are: i) proper implementation of level 2 measures of the MiFID II Directive; ii) encouragement of more standardised documentation on credit information concerning SMEs and corporate bonds; iii) adjustments of Solvency II capital requirements to as to create a more favourable legislative scenario and attract institutional investors to specific long-term or SME-oriented investments.  
5.4. In addition, development of a European market of fund operators specialised in the mid-corporate asset class, on both the debt and equity side, should be assisted through temporary initiatives aimed at increasing the number of said investors at European level. In this perspective within the Italian experience, an important contribution has come from the Italian Investment Fund, whose capital was subscribed by important Italian banks and other financial institutions (including public ones) and which performs activities as the private equity Funds-Fund - by investing in the capital of entities which make private equity investments consistent with the investment strategy of the Fund itself - and also more recently in private debt Funds. At European level, this activity could be performed by public institutional European investors.
1. Should measures be taken to promote greater liquidity in corporate bond markets, such as standardisation? If so, which measures are needed and can these be achieved by the market, or is regulatory action required? 
6.1. We believe that the EU initiatives aimed at promoting a well-functioning, stable bond market play a very important part in reinforcing EU financial market infrastructure, providing capital to issuers and investment opportunities to savers and investors.
6.2. The market and regulatory developments in recent years - including the constantly increasing demand for transparency provided for in MiFIR - are threatening liquidity, which is to be regarded as a fundamental characteristic for an efficient market. The measures currently under discussion concerning pre- and post-trade transparency (MiFIR II) increase the risk of reduced liquidity on the emerging bond market and head in the opposite direction to the CMU. In particular: (1) market-making business is already becoming unattractive to banks due to capital requirements and additional charges relating to the liquidity cover ratio (LCR), thus depriving the markets of liquidity; (2) the regulatory pressure placed on market-makers, through MiFID II and the structural reform of the banking sector, will undermine much of the liquidity on the corporate bond market through inadequate disclosure obligations (at least until a consolidated system including bonds has entered into effect) and excessive capital requirements. In addition, the legislative proposal for structural reform of the banking sector risks making banks' proprietary trading business more complex and further concentrating market-making business with a few entities, to the detriment of secondary market liquidity.
6.3. It is our hope that the need to re-start growth in Europe will contribute to acknowledgement of the need for a certain degree of balance in the MiFID II regime before it becomes too harmful to the European real economy.
6.4. There is a series of initiatives that may be taken to improve bond market liquidity, such as the development of platforms allowing, for example, buy-side companies to interact with other buy-side or sell-side companies, and the development of new exchange protocols. 
6.5. In order to support liquidity, we welcome the Commission's proposal to set standards for the bond market. We agree with the European Commission that a certain degree of standardisation is needed in issuance. We also agree with the European Commission that standardisation may be a positive way of improving participation in capital markets, particularly in the case of the bond market.
6.6. We believe that standardisation will help: (i) to reduce issuance costs for corporate bonds and reduce transaction costs for investors; and (ii) to provide better, more transparent access to corporate bond markets for retail investors. From this perspective, we believe that the most important level of standardisation to be reached is that of data. Although the creation of centralised venues and the development of e-trading will contribute to improving liquidity, the impact of new issuance practices will need to be understood and dealt with more completely. 
6.7. Standardisation of the information set for medium sized companies that intend to issue bonds or shares is critical and necessary if foreign investors are to be attracted. The review of the Prospectus Directive is to be welcomed in as far as it is possible to make further steps in this direction. Initiatives aimed at the standardization of products and market practices in Europe are also important. In this case, initiatives promoted by the industry, with a bottom-up approach are considered preferable and more efficient.
6.8. We suggest that the EU reconsider the proposals currently in discussion pursuant to MiFID II / MiFIR and the structural reform of the banking sector in that they reduce the liquidity of the corporate bond market. 
6.9. In conclusion, we applaud initiatives that through standardisation - without prejudice to the range of economic conditions that spontaneously arise on the markets - are aimed at increasing trading and thus reinforcing the markets. 
6.10. In addition, we believe that, if increasing liquidity is the goal, alongside standardisation measures we will also need to revise direct regulatory action to support liquidity providers, and policy-makers will also need to reflect on and analyse the extent to which the reforms have produced unintended consequences, in particular as regards the capacity of the financial system to support the global economic recovery and maintain liquidity on major markets.
7. Is any action by the EU needed to facilitate the development of standardised, transparent and accountable environmental, social and guidance investment, including green bonds, other than supporting the development of guidelines by the market?
7.1. We view initiatives aimed at providing additional access to funding through ESG investments in a favourable light. The existing legal and regulatory framework (country-by-country reporting, revision of the Shareholder Rights Directive, and transparency obligations under both the UCITS KIID and PRIIPs KID provisions) provide for an adequate level of measures aimed at promoting sound market practices. Additional regulation thus is not necessary.
7.2. Given that the above framework is already in place, a role could still be played in providing incentives for ESG investments through specific measures, such as: (1) promoting ESG investments in the European Fund for Strategic Investments launched with the Juncker Plan: the ESG criterion could be enhanced as a key project selection criterion; (2) supporting private-sector initiatives relating to the code of conduct for corporate social responsibility ("CSR") as a means of allowing asset managers to identify and establish parameters of reference for ESG investment initiatives; (3) developing an EU ESG brand on the basis of the national labels that are beginning to be created by certain Member States.
7.3. In addition, the Commission, in its intention of facilitating investments in infrastructure, may decide to develop standards according to which social infrastructure projects, which could also fall into the ESG category, may be regarded as "eligible investments" pursuant to the general infrastructure investment provisions.
7.4. Pension funds could also play an important role in this regard, given that the long-term pension approach is particularly consistent with the ESG approach. We therefore suggest that the adoption of ESG criteria by pension funds be promoted through both direct actions and support for national initiatives.
7.5. It would also be useful to introduce mechanisms which reward banks which include ESG criteria in their use policies, for example in the amount/cost of funds provided by the ECB and other European financial institutions (e.g. EIF and EIB).
7.6. Given the sector's constantly evolving nature, and considering the current developments aimed at creating new and better methods for achieving ESG investment objectives, we believe that it would be premature to discuss process standardisation, in addition to the standardisation of information already existing for retail investors, per the UCITS Directive and PRIIPs Regulation.
7.7. ESG factors may affect companies' long-term performances and have a significant impact on the value of the shares and performance of investments in portfolio. Development of an investment approach that explicitly refers to the materiality of ESG factors and their impact on the environment and the company may be supported by widespread availability of information aimed at meeting investors' expectations and improving capital allocation.
7.8. The EU Non-Financial and Diversity Disclosure Directive represents an important first step that must be built upon with a guide to aid companies in preparing the related reports. The EU's efforts to raise awareness and improve the ability to comply with the Directive will support the transparency and competitiveness of companies, in accordance with the social and environmental objectives of the Europe 2020 strategy.
7.9. As for green bonds, in addition to supporting the development of guidelines by the market, it would be appropriate to standardise the definition of a "green investment". For the time being, non-binding recommendations (Green Bond Principles or GBPs) have been formulated for bond issues. We believe that the green bond guidelines are an exemplary case of the efficiency of industry self-regulation. The guidelines boast a large number of adopters and steer borrowers toward the creation of credible issuance on the market, more efficient revenue management and investor disclosure and reporting obligations.
7.10. We also suggest the traceability of funds, the allocation of external certification, standardisation of impact measurement and the creation of SRIs and green labels.
8. Is there value in developing a common EU level accounting standard for small and medium-sized companies listed on multilateral trading facilities? Should such a standard become a feature of SME growth markets? If so, under which conditions?
8.1. We strongly support efforts to reduce administrative burdens for small and medium-sized listed companies. We agree that full application of IFRS to listed SMEs is very burdensome. However, we are not favourable to EU-level accounting standards for SME Growth Market companies. We believe that it is more important to develop accounting directives in order to reduce administrative burdens.
8.2. Although the proposal to adopt a simplified European accounting standard for preparation of the financial statements of SMEs listed on the MTF reduces their costs and obligations in preparation of said documents, it does not promote investment in these companies by institutional investors (such as UCITS investment funds, for example), which, besides having regulatory restrictions on investment in these securities, generally have less information available on these companies, in view of the lack of searches on mid cap companies.  
9. Are there barriers to the development of appropriately regulated crowdfunding or peer to peer platforms including on a cross border basis? If so, how should they be addressed?
9.1. In most countries in which crowdfunding portals operate, the phenomenon is not regulated and is thus subject to existing legislation (solicitation of public investment, payment services, and so forth). By contrast, Italy is the first country in Europe to have adopted specific, organic legislation on equity crowdfunding, conceived with the intention of allowing a large number of investors to subscribe on line equity instruments in companies whose mission is innovation. The way these regulations are set forth is based on the need to combine the rules protecting investors of the MiFID Directive (considering that equity crowdfunding is, in any case, a form of investment in financial instruments) with the need for the operating simplicity typical of the on-line channel. 
9.2. It is well known that small companies are the backbone of the Italian economy. The difficulties encountered by such companies, especially after the 2008 crisis, in obtaining funding from banks are equally well known. Newly formed companies, or "start-ups", meet with even greater difficulties. A certain kind of start-up (the "innovative" variety) is the subject of several provisions of Law Decree 179/2012 (enacted as Law 221 of 17 December 2012), "Additional urgent measures for the growth of the country" (also known as "Decreto Crescita II"). The title " Decreto Crescita II" (“Growth Decree II”)makes it clear that the law was enacted with the aim of stimulating economic growth in Italy. In the lawmakers' overall vision, equity crowdfunding is seen as a tool that may foster the development of innovative start-ups through funding rules and procedures capable of exploiting the potential of the Internet. The Decree charged Consob with the task of governing certain specific aspects of the phenomenon, with the aim of creating a reliable "environment", i.e., one capable of instilling confidence in investors. Consob adopted its new regulation on 26 June 2013. 
9.3. The Italian experience could serve as a point of reference for building a standardised European framework of "light" rules aimed at facilitating cross-border transactions. In addition, such experience suggests that it would be worth promoting European equity crowdfunding regulations, capable of exploiting the regulatory experiences and operating practices with the objective of increasing the attractiveness of this channel for investors and the ability of start ups to access capital markets.
B. Developing and diversifying sources of funding - 
Incentivising institutional investments
10. What policy measures could incentivise institutional investors to raise and invest larger amounts and in a broader range of assets, in particular long-term projects, SMEs and innovative and high growth start-ups? 
10.1. To support funding for infrastructure and the involvement of large European and international institutional investors, the creation of appropriate asset classes must be supported: large European infrastructure, and infrastructure of a prevalently national, traditional and "social" nature (schools, hospitals, etc.).
10.2. Other important measures to be adopted in order to increase the involvement of large institutional investors in a broader set of investments is to remedy the lack of standardised, transparent information: the creation of a specific asset class, combined with the development of a standard set of comparable information, thus represents a fundamental basis for soliciting investments.
10.3. In addition to the prudential treatment of investments, as mentioned on several occasions, the overall environment in which investments take place plays a crucial role in the decision-making process. Infrastructure is an area in which commitments are made for long periods, often 20 to 30 years. It is therefore fundamental to deal with the issue of political risks, for example through a commitment to a stable regulatory environment. Clear public support is needed to this end.  
10.4. In addition, clear public support is needed to support those projects of a strategic nature that cannot be funded solely through private channels. We therefore agree with and support the establishment of the European Fund for Strategic Investments, which will attract and stimulate private investments. 
10.5. Alongside measures to encourage long-term direct investments in companies, a greater flow of resources to companies could also be assisted by economic policy measures aimed at providing the banking system greater long-term/very long-term liquidity to banks to allow them to provide loans for the performance of strategic projects or innovative start ups with growth prospects.
10.6. An important role could be played by national development banks, which could co-fund the investment projects by covering the longer-term part of the loan, leaving the shorter-term part to the banks.
10.7. Access by companies to credit could also be assisted by strengthening the guarantees which cover the credit risk for banks, both in the firm of a direct guarantee and a portfolio guarantee.
10.8. In the specific case of SMEs, the Italian industry emphasises the need to recalibrate the current treatment under international regulations. For example, in the case of the new regulation provided for under Solvency II for the insurance sector, the capital requirement for equity investment in unlisted SMEs - currently 49%, similar to the treatment of hedge funds - must be brought into line with the capital requirement for strategic equity investments (22%), so as to reflect the non-volatile nature of investments in unlisted SMEs. In addition, unlisted shares, by analogy with listed shares, should benefit from the Solvency II transitional clause, which would allow a "phase-in" with a standard capital requirement for seven years from the introduction of Solvency II. Similarly, in the case of bond investments in SMEs, the capital requirement is the same as that requirement applicable to an unrated corporate bond and does not reflect the greater recovery rate for secured bonds. 
10.9. On the specific subject of infrastructure, see the answer to question 12.
11. What steps could be taken to reduce the costs to fund managers of setting up and marketing funds across the EU? What barriers are there to funds benefiting from economies of scale?
11.1. For fund managers, the existence of different regulatory requirements (for example, reporting obligations) in the various EU Member States may prove burdensome from a cost standpoint, since it requires adaptation to different sets of regulations when funds are to operate at a cross-border level.
11.2. The Commission should consider the possibility of intervening in this area, with the intent of creating a uniform legislative framework throughout the EU. From a technical standpoint, the adoption of a standardised, harmonised operating process for the various asset classes and regulations would aid in reducing costs and complexity.
11.3. In the long-term, a level playing field will improve the efficiency of the financial sector by increasing dynamism and competitiveness in relations between banks, dealers, asset managers and investors.
11.4. A practical example is the resolution of the European Parliament on asset management adopted in 2007, which encourages commitment by operators in this direction. Since then, much has been done in the asset management sector in the various countries. EFAMA (the European Fund and Asset Management Association) and SMGP (Securities Market Group Practice) have prepared technical and operational recommendations concerning fund processing, which the market and associations then took as their foundation. 
11.5. Italy developed guidelines (Electronic Message Best Practices Based on ISO 20022) as a means of self-regulation for the sector, finalised by the Inter-Association Technical Committee supported by local associations (ABI, Anasf, Assogestioni, Assoreti and Assosim) and formed with the support of supervisory authorities such as Consob and the Bank of Italy. The directives guarantee best practice in terms of the preparation of orders and information streams between asset managers, intermediaries and depositaries.
11.6. In addition, the Commission should seek to identify common criteria according to which national competition authorities (NCAs) are to determine the respective costs of their supervisory activities. Such costs currently differ between Member States. The creation of a single, harmonised system of criteria to be used to calculate national supervisory costs, in keeping with the approach already taken to penalty regimes, could contribute to eliminating barriers to cross-border trade, thereby reducing costs and incentivising economies of scale. Moreover, it should be noted that provisions have already been included in the UCITS IV Directive to foster the development of economies of scale, like master-feeder structures and fund mergers, but such measures have not seen significant use in recent years. It is important for the Commission to assess those measures, in order to recalibrate the requirements in terms of communication with and information for investors for fund mergers and master-feeder structures, which have proved burdensome in terms of costs and could have contributed to the under-use of these instruments.
11.7. In the case of AIFMs there is also a need to ensure consistent interpretation and application by national regulators, so as to reduce the additional costs of non-uniform implementation amongst Member States that may entail disadvantages in management and operation both at the national level and in the context of cross-border marketing. One of the most immediate steps that the Commission should take in this direction is to ban the practice by certain Member States of imposing fees and charges on EU AIFMs who are interested in marketing and/or managing funds in the same jurisdiction.
11.8. From a fund manager's perspective, initial set-up costs could be further reduced by lowering administrative taxes, especially those subject to notification required for access to a "product passport". The costs of setting up a fund generally include the notary, consulting fees on the initial structure, NCA authorisation fees, the costs of preparing prospectuses and filing documents and cross-border notification fees on the basis of the place in which the manager wishes to obtain a "passport". Contrary to the original intention of the cross-border notification regime, the number of notification archives, one per each Member State in which the manager operates, remains excessively burdensome if compared to the current use of information by the competent authorities. 
11.9. We believe that another fundamental aspect relates to allowing European managers to manage larger funds in order to face competition from non-EU providers on better footing and solve the fund fragmentation problem.
12. Should work on the tailored treatment of infrastructure investments target certain clearly identifiable sub-classes of assets?
12.1. The Italian financial sector welcomes the Commission's commitment to eliminating specific barriers to long-term investments, such as regulatory restrictions on funding for infrastructure from institutional investors, and insurance companies in particular. 
12.2. However, at present European insurance regulations discourage investment in instruments having the characteristics envisioned in the Juncker Plan, due to the absence of a specific asset class for infrastructure investments and the ensuing attribution of a high capital requirement, not always adequate to the project's actual risk level. 
12.3. There is therefore a need for a specific treatment of long-term infrastructure under Solvency II. Under Solvency II, the standard formula properly assumes that insurance companies operate as traders and may be forced at any time to sell any of their assets. However, insurance companies can use long-term infrastructure investments to match their foreseeable long-term commitments. Asset-liability management thus allows them to avoid exposures to changes in market spreads. This aspect has already been recognised in the measures introduced by the Omnibus II Directive. These measures partially dampen the effects of spread volatility in measurement. Thus, when calculating capital requirements, it must be acknowledged that insurers, due to their long-term investments, are not exposed to forced sales, but rather to default.
12.1 If so, which of these should the Commission prioritise in future reviews of the prudential rules such as CRDIV/CRR and Solvency II?
12.1.1. We believe that the considerations set out above concerning investment opportunities for certain institutional investors subject to more incisive supervision (insurance companies and pension funds) may also apply to this subject.
12.1.2. Specific treatment of long-term infrastructure under Solvency II would need to cover the following aspects:
· a general, all-inclusive definition of infrastructure;
· the following changes to the Standard Formula:
a) unlisted equity investments in infrastructure must be included in a new risk sub-module in the context of market risk, with a coefficient of 22% and an absence of correlation with the other sub-modules;
b) we recommend that bond investments in infrastructure be included in the risk model relating to counterparty default risk, so as to better reflect the true risk to which companies are exposed. If bond investment in infrastructure were to remain in the context of the spread risk module, calibration should be significantly reduced to properly reflect the recovery rate shown by infrastructure compared to other corporate bonds.
12.1.3. The hope is that the joint work by the European Commission and EIOPA results within the year in a revision of the Solvency II Delegated Acts in accordance with the foregoing.
12.1.4. The importance of investment in infrastructure projects through investment vehicles such as infrastructure funds should also be emphasised. It is a natural consequence that investments through investment fund structures should also enjoy a similar treatment to that reserved for direct placement in the context of the revision of both CRDIV and Solvency II.
12.1.5.  As for the banking sector, on the other hand, we recommend a revision of the prudential treatment of specialised lending exposures, which include, inter alia, project finance, commodity finance and object finance.
12.1.6.  It appears appropriate, if not necessary, to create an EU database that collects up-to-date past and present information and data concerning project financing for infrastructure in the EU. 
12.1.7.  Oversight and transparency of rates for the use of infrastructure facilities should not jeopardise the related revenues, which represent the return on investment.  
13. Would the introduction of a standardised product, or removing the existing obstacles to cross-border access, strengthen the single market in pension provision?
13.1. The financial sector recognises that introducing a standardised personal pension product (PPP) could potentially increase the volume of PPPs sold in Europe and have a positive impact on the allocation of funds to illiquid long-term investments. However, the primary aim of such products should be to provide retirement income, with characteristics distinguishing them from investment products. In addition, a standardised product should be adapted to the national scenario, especially in terms of product configurations.
13.2. In order for a second PPP regime to potentially benefit the European economy, the following aspects should apply:
· consumers should be incentivised to save for the long term, ideally until retirement;
· the regime should benefit from appropriate prudential treatment under the applicable framework, taking account of the long-term nature of the product and the limited exposure to market volatility;
· it should be possible for the consumer to request additional cover for biometric risk during the accumulation phase, as is currently the practice in a number of markets for individual pensions;
· it should ensure an appropriate level of security for participants;
· appropriate tax incentives should apply.
13.3. As for the removal of existing obstacles to cross-border access, given the strong local characteristics of pension products, we harbour a certain degree of scepticism as to whether the removal of such obstacles may have a strong impact on demand.
13.4. It must be acknowledged that a considerable part of the attractiveness of supplementary pension products is inevitably influenced by the specific choices adopted by the national legislator, with particular reference to relations with employment market and tax regulations. The importance of these aspects means that supplementary pension products are not comparable to other products which, despite offering similar medium/long-term investment solutions, do not enjoy the tax and contribution benefits typical of products considered by the legislator as pension products. It is therefore highly unlikely that it would be useful to promote a kind of individual pension product standardised at European level (through the 29th regime, for example), for as long as it is impossible to align at least the relative tax system with the individual national ones for supplementary pension products.
14. Would changes to the EuVECA and EuSEF Regulations make it easier for larger EU fund managers to run these types of funds? What other changes if any should be made to increase the number of these types of fund?
14.1. A proportional regime for manages of smaller funds is essential and was one of the reasons for the adoption of the EuVECA Regulation in 2013. A voluntary, optional passport regime remains the right approach for such operators, but some changes could be made in order to increase adoption. In fact, limiting the legal burdens borne by EuVECA managers would result in an increase in the attractiveness of the proposed regime. 
14.2. In addition, over their life cycles, the smallest companies may be supported, during the various phases of their development, by different types of operators. Private-equity funds may play an important role in the long-term development of an SME, precisely as a specialised venture-capital fund, even though they do not meet the requirements for an EuVECA passport, unless they opt for an AIFMD passport, which risks being excessively burdensome in light of the flexible characteristics typical of such operators. In light of the foregoing considerations, we believe it is appropriate to revise and increase the flexibility of the definition of the requirements for "eligible investments", to which the possibility of obtaining an EuVECA passport is tied.
14.3. We propose that the possibility of applying for an EuVECA passport be extended to all fund managers with AuM of less than 500 million euro, regardless of whether they invest in growth/expansion phases or small buy-outs. Limiting the ability to obtain such passports to only venture-capital funds that meet a specific series of criteria, as provided for in the current regulations, effectively circumscribes its potential use by the industry.
15. How can the EU further develop private equity and venture capital as an alternative source of finance for the economy? In particular, what measures could boost the scale of venture capital funds and enhance the exit opportunities for venture capital investors?
15.1. The private-equity business may be divided into three major phases: fund-raising (during which fund managers raise capital from investors), investing (during which the manager invests in companies and participates in company development policy) and exit (during which the company is sold, yielding a return for the investor and freeing up capital for the next investment cycle). Barriers and obstacles in one of these phases may disincentivise the entire private-equity business.
15.2. Many of these barriers may derive from the economic, legal and institutional context in which the operator exists. To this end, the proposal that emerges from the consultation process must be expanded to include structural economic policies at the level of the national and European Union economies that revitalise the private-equity business.
15.3. In order to facilitate fund-raising by operators, it will be appropriate to encourage institutional investors, such as pension funds, insurance companies, social-security agencies and banks, to invest in private-equity funds, which, as emphasised in the Commission's Green Paper, play an important part in channelling resources to the real economy. The EU's vast regulations applicable to institutional investors have been designed to ensure the prudential soundness of entities and financial stability. Yet it is appropriate to consider that the guidelines deriving from regulations such as Solvency II, IORP and Reforming Bank will have a decisive impact on the investment decisions of the parties affected by each. It will thus be appropriate to conduct a thorough assessment of the provisions concerned, so as to support investment in the sectors of private equity and venture capital, while respecting their role as channels through which to support the real economy.
15.4. Managers, like investors, have an interest in having access to the best investment opportunities, in Europe and other markets. The legislative framework, at both the Italian and Community level, has a significant impact on managers' cross-border operations. In this respect, the CMU should also contribute to overcoming the barriers to the use of AIFMD and EuVECA passports, as well as to ensuring the development and efficient functioning of national private placement regimes.
15.5. The impact of the tax treatment on the attractiveness of cross-border investments is considered no less important. Consequently, a low level of transparency of the legal framework of Member States that results in interpretative uncertainty concerning the tax impact of transactions is to be avoided. 
15.6. In the disinvestment phase, there continues to be little interest in use of the listing process as an exit channel. In order to diversify the variety of possible exit strategies for investors, we recommend that support be provided for both the supply of IPOs (i.e., for companies interested in a listing) and demand for such transactions (incentives for investors interested in investing in newly listed companies).
15.7. We believe that the additional capital for a fund of venture capital funds could be very useful, especially in those regions that have less developed markets (in terms of the weight of GDP), such as Southern and Eastern Europe.
15.8. Co-investment agreements between VC funds and the EIF or other EU institutions could be helpful, perhaps, to this the end, combined with guarantees securing part of the investments.
15.9. A fund-of-funds dedicated to funds that invest in IPOs by tech SMEs could be very useful to promoting professional investors, who could fund the growth of the most promising small and medium enterprises and represent an additional option for exiting VC funds, in addition to trade sales (often to non-EU companies). This could go along with incentives (tax and other varieties) for institutional investors (such as pension funds) investing in such assets (both IPOs by tech SMEs and specialised funds). 
15.10. As for the role of banks in the private-equity and venture-capital market, it should be observed that the financial crisis has resulted in a general, gradual exit of banks from this market.  It would be appropriate to review the current European prudential regulations regarding stakes in private equity that banks can hold so as to reinforce the recapitalisation of operationally valid enterprises but which have a deficit in their equity structure, in order to fight this phenomenon.  
15.11. The European Directive on equity requirements for exposure in private equity instruments assumes importance for banks, since they are often among the leading subscribers of private equity funds, as well as being direct investors in enterprise equity. A kind of treatment that penalises investors in undertaking these investments makes them less attractive to banks and consequently reduces the financial resources intended at the birth and development of enterprises with negative effects on the economy in general.
15.12. For private equity exposures, both direct and indirect (through specialised funds), the concept of “a sufficiently-diversified portfolio”, assumes particular importance, since the treatment outlined in the Basel regulations changes according to whether the investments are or are not sufficiently diversified. In particular, with reference to the IRB approach, one moves from a weighting of 370% to a weighting of 190% if the investments are made within the scope of a sufficiently diversified portfolio. The directive on capital requirements, however, does not provide a definition of this concept, whereas it would, on the other hand, be appropriate to provide such a definition also to avoid regulatory arbitrage situations between different European countries.
16. Are there impediments to increasing both bank and non-bank direct lending safely to companies that need finance?
1.1. The CMU should be pursued and implemented in close coordination with, and with the support of, both the Banking Union and the Juncker Plan. Both in theory and practice, we must avoid conflicts and unjustifiably divergent treatment of the various market players, such as banks, other intermediaries regulated primarily through capital requirements and all other financial market operators. In sustainable development of the CMU, within a framework of transparency and competition, there is room for, and complementary roles to be played by, all operators, for the benefit for investors, families and enterprises, and small enterprises first and foremost. 
1.2. We believe that it is important to remove the barriers that still impede funds' ability to act as loan creators. While we appreciate the reference in the Regulation on ELTIFs that long-term investment funds may invest in loans granted by ELTIFs to eligible portfolio companies, we believe that, in addition to the description provided in our response to question number 3, we should consider the possibility of creating a pan-European legislative framework to harmonise the rules and conditions for lending by investment funds other than ELTIFs.
1.3. We believe that the standardisation of the structure of agreements governing loan origination activities should be encouraged to create common best practices on the market.
1.4. In order to speed loan flow, we emphasise that mechanisms should be promoted to permit effective sharing of credit risks between the public and private sectors. 
1.5. At the Community level, this could be achieved by (i) increasing the amounts available for public guarantees; (ii) easing the provisions applicable on European guarantees; and (iii) revising prudential calibration for certain segments of the market, and the securitisation market in particular. In this regard, we fully support the Commission's efforts to revitalise high-quality securitisation and to revise capital requirements to correspond with the lesser associated risks (for further details, refer to the Italian Banking Association's response to the EU's parallel framework consultation for simple, transparent and standardised securitisation).
1.6. On these subjects, and on the subject of guarantees for small enterprises in particular, we are working as the Federation of Banks, Insurers and Finance, through a specific working group, to verify mutual-insurance guarantee systems that may be tied in, at the European level, to better use of structural funds and the mechanisms outlined in the Juncker Plan.
B. Developing and diversifying the supply of funding -  
Boosting retail investment
17. How can cross border retail participation in UCITS be increased?
17.1. Financial education is an indispensable prerequisite to increasing retail investment in financial markets. Investors may be interested in directly accessing capital markets only when they have sufficient information about the risks and opportunities that they will face. 
17.2. In order to answer this question, it is first necessary to specify the assets in which UCITS invest for which an increase in cross-border participation of retail investors is being requested. If these are investments in bonds of mid-market companies or in shares of unlisted companies or in equity/mezzanine instalments of credit securitisations, the UCITS role no longer seems appropriate, in view of the characteristics of said investments and the regulatory restrictions envisaged for these entities.
17.3. In addition, the Commission should guarantee that the spread of relevant information for customers is kept to a minimum sufficient to be meaningful but not such as to confuse investors, avoiding overloading consumers, particularly in the retail sale of UCITS. The revision in recent years of current legislation (MiFID II and the PRIIPs Regulation) has resulted in the proliferation of obligations concerning the information to be provided to consumers. It is important for the Commission to ensure that the UCITS KIID continues to be the sole document in terms of product cost information required to provide concise information to retail customers, so as to not confuse investors and avoid operational difficulties.
17.4. Finally, the current regulatory framework for UCITS does not encourage retail sale for cross-border investments. In this regard, we invite the Commission to revise the various regulatory texts governing the distribution of financial products.
17.5. Lastly, although national tax matters do not fall within the Commission's purview, we believe that the disparity of national withholding tax regimes between the various Member States and tax recovery procedures are a genuine obstacle to cross-border retail investments.
18. How can the ESAs further contribute to ensuring consumer and investor protection?
18. 1. The Italian financial sector fully supports the objectives of protecting consumers and investors.
18. 2. In addition, we support a regulatory approach consistent with the European consumer and investor protection rules in MiFID, the IMD and PRIIPS, despite acknowledging the specific qualities of the various products. However, the remaining inconsistencies must be revised at level 1, and not through ESA guidelines.
18. 3. It is generally necessary to avoid regulatory actions which place greater obligations on issuers/brokers. This is because further raising the level of protection of investors through protective mechanisms by brokers risks being counter-productive and even reducing savers' awareness and understanding of the investment choices made.
18. 4. Financial education is also important, particularly to overcome the gap in awareness of certain more risky/complex investments. From this point of view, the ESAs can play a very important role, particularly in coordinating the various European and national initiatives.
18. 5. Consumer protection goals should not be pursued inappropriately, and thus superficially, with the risk of undermining a proper, reasoned process consistent at the European level from standpoint of both the sector (and the financial sector in particular) and institutions. In the long term, there is the risk that an analysis of the consumer market, if not adequately conducted, may result in unsound initiatives that are not effective in achieving the end goal of appropriate consumer protection.
18. 6. One particular case that may be taken as a model is that of the regulations governing the functioning of EIOPA, which in Article 9 specifically contains satisfactory consumer protection measures.
18. 7. As for the role of EIOPA and ESAs in the ESFS, we are of the opinion that EIOPA must limit itself to its mandate (see our response to question 25), and we support the current structure of the European System of Financial Supervisors (ESFS), in which EIOPA is responsible for coordinating supervision and best practices to ensure consistent application of legally binding acts of the Union, while national supervisory authorities are responsible for the direct supervision of national enterprises.
18. 8. This division of responsibility in the area of consumer protection acts effectively where there is legal certainty, in that the national supervisory authorities better understand their own markets, are closer to enterprises, and better understand the needs and expectations of consumers in their national markets, ensuring that the specific qualities of each sector (insurance, banking and the financial markets) are appropriately considered and that the implications of all actions by ESAs are properly assessed. The ultimate beneficiaries of this are the consumers.
19. What policy measures could increase retail investment? 
19.1 In general, we believe that regulations have been counter-productive in recent years, attributing most of the burden of the responsibilities on financial intermediaries and overwhelming retail investors with information.
19.2 The objective of encouraging investments by retail investors appears difficult to achieve in light of the constraints imposed by MiFID legislation and the responsibility which it attaches to the intermediaries in assessing the appropriateness/adequacy of investments. All of this considering that small and medium-sized businesses are a risky asset class. From this point of view the most efficient form of investment to stimulate retail investment in SMEs is that of asset management. Moreover, a certain degree of fragmentation evident in the retail market also increases costs in logistical terms of fund-raising and funding aimed directly at retail investors.
19.3 On this point it would be possible to envisage, at the European level, as in some countries (for example, France), schemes for investments in SMEs, with tax relief related to lock-up clauses, which could also encourage individual investments from other countries.
19.1 What else could be done to empower and protect EU citizens accessing capital markets?
19.1.1. The European framework governing the conduct of business, along with the current discussions between European authorities and institutions for investment products, must take account of the existing differences in the nature of products, as well as a thorough assessment of consumers' needs. 
19.1.2. Without prejudice to the indications provided in section 19.1 above, the financial industry is favourable to increased transparency for consumers, where this allows them to compare products and thus empowers them to make informed decisions. However, frequent changes of the regulatory framework, along with an excess of information, could result in the opposite effect. 
19.1.3. Even more importantly, the cumulative impact of the abundance and duplication of requirements and the steps to be taken to eliminate them, where existing, must be assessed. 
19.1.4. For example, in the case of the insurance sector, Solvency II and the PRIIPs Regulation require the disclosure of equivalent information in areas such as the identity of the insurance company, the duration of the contract and the existence of a claims procedure (but is not limited to these areas). Another example of such duplication of equivalent requirements in various pieces of legislation is that of the disclosure of product costs under MiFID and IMD2 and under the PRIIPs Regulation. Moreover, in the banking sector, the consultation document for the Prospectus Directive considers the case of the overlap between the summary note and the KID and views the coordination of the two documents as problematic. However, at present it does not identify a way of fully solving the problem.
20. Are there national best practices in the development of simple and transparent investment products for consumers which can be shared?
1.1 Two initiatives have been promoted by the ABI for bond products issued by Italian banks. The first relates to the “Guidelines on non-liquid products” in which, following approval of MIFID 1, several practices have been identified with which intermediaries should comply in performing investment service to assist liquidity of these securities. The other initiative relates to a basic prospectus format for simple bank bonds which provides individual investors, on making offers for these instruments, with the information they need to make a conscious investment and allows the issuing banks to standardise an information set in the process of approval of the prospectus of these instruments by the Authority. The national Supervisory Authority was involved in both initiatives.
B. Developing and diversifying the supply of funding -  
Attracting international investment
21. Are there additional actions in the field of financial services regulation that could be taken to ensure that the EU is internationally competitive and an attractive place in which to invest? 
21.1. Community legislative output should be reduced in quantitative terms and improved in qualitative terms. In current and future globalisation, EU regulations must be brought into line with regulations in the U.S., Asia and G20 member countries. Impact assessments should focus not only, and not primarily, on the level of each directive or regulation, but also, and above all, on measuring the cumulative impact of overall regulations, as expanded or amended in each case, on the markets.
21.2. An element which could increase the attractiveness of an economic area for investment is certainty about the law and efficient management of any disputes relating to the investments themselves. Over the coming months, the various member states will be required to introduce the Alternative Dispute Resolution Directive which, with On line Dispute Resolution Regulations, is aimed at ensuring efficient and understandable methods of resolving disputes in the financial area as well, according to parameters of accessibility and simplicity. Europe having homogenised, understandable and comparable means of managing disputes (at least non-judicial ones) can contribute to making transnational investments more attractive and, in general, to overcoming the legal uncertainties which could discourage them. The Commission must monitor introduction of the Directive in the individual member states carefully, to ensure it takes place within the required times and complying with the ban on goldplating.
21.3. We believe that a single accounting language is necessary to ensure the Capital Markets Union operates effectively. The lack of a single accounting language is a serious inconvenience, given that supervisory reporting is based on accounting data. Uncritically accepting and using accounting data calculated using highly diverse rules and methods is no longer acceptable in a Capital Markets Union, principally because investors base their economic and financial choices on this data. We believe that the common accounting language can only be the IAS/IFRS. This objective can be achieved by amending Regulation No. 1606 of 2002 (the "IAS Regulation") or by asking the Member States to review their national laws enacting the options contained in the IAS Regulation, as Italy did with legislative decree no. 38 of 28 February 2005. Adopting the IAS/IFRS as the single accounting language would also have the added benefit of making European companies "transparent" and “appealing” also in the jurisdictions of third countries which adopt the IAS/IFRS.
22. What measures can be taken to facilitate the access of EU firms to investors and capital markets in third countries?
22.1. As stated by the Commission in its Green Paper, the direct marketing of EU investment funds and other investment instruments in third countries should be facilitated. Existing barriers (for example, the need to form local asset management companies or local funds, and limits on foreign investment by third country investors) for EU companies and services that impede access to third country markets should be eliminated. In this regard, we would like to promote the Commission's initiatives aimed at enabling European players to offer investments at the EU level more easily than non-EU local investors. International commercial negotiations (such as TTIP) could represent an opportunity for the Commission to raise these issues in discussions with its international counterparts.
22.2. A major contribution to disclosing information for company assessment, particularly in the case of medium sized companies, could be made by financial research. The role of analysts is crucial here, since many "corporate" issuers do not have enough experience in dealing with investors and transmitting the principal information on company performance and potential to the market.
22.3. The financial crisis has had a major impact on coverage of companies. Global players tend to focus coverage on large-caps, reducing coverage of medium caps. The low volumes, often associated with reduced liquidity, make coverage uneconomical, unless liquidity provider, specialist or corporate broking agreements are signed. 
22.4. Critical aspects relating to “compliance” also emerge for fund managers when they intend to include in their portfolio securities of companies insufficiently covered by analysts or which have been floated to a limited extent. However, it has been demonstrated that increasing the number of analysts covering the same security increases:
- consensus on company performance and the value of the company;
- independence of judgement and appeal for the investor;
- liquidity of a security and reduction of the bid/ask spread.
22.5. It would therefore be appropriate to introduce alternative forms of remuneration for brokers other than the simple return from negotiating commission, introducing "economic incentives" for brokers who favour coverage of medium-sized companies, when they need an additional research service.
C. Improving market effectiveness – intermediaries, infrastructures and the broader legal framework
23. Are there mechanisms to improve the functioning and efficiency of markets not covered in this paper, particularly in the areas of equity and bond market functioning and liquidity?
23.1. The functioning and efficiency of equity and bond markets should not be limited by initiatives relating to funding investment research, undertaken in the context of the current discussion relating to the drafting of delegated acts pursuant to MiFID. Overly stringent rules concerning investment research could result in an adverse impact on access to funding by issuers in the EU, particularly for smaller-sized companies, due to greater costs associated with research and analysis concerning smaller companies. The recently approved new MiFID and related MiFIR expand and modify many aspects of the current legislative framework for market-making (MM). Without entering into detail, it is indispensable for the functioning and efficiency of the market for the Commission to consider and "protect" the central role played by market-makers in maintaining an adequate degree of liquidity for markets and operators. This has an (indirect) impact on funding for the economy. The vast majority of stakeholders believe that the combined effects of the new provisions of MiFID 2 (which will enter into effect in January 2017), and in particular those concerning i) market-making and ii) the transparency regime for equity, quasi-equity and non-equity financial instruments will have an impact on liquidity in trading venues of the type tried to date, rather than providing a legislative framework aimed at supporting the liquidity of illiquid instruments, for which the role of market-maker is more crucial.
23.2. The market-maker model for tools for SMEs and project finance may contribute to creating liquidity for those instruments, which typically are not liquid. 
24. In your view, are there areas where the single rulebook remains insufficiently developed? 
24.1 The creation and completion of a full single rulebook will contribute to eliminating uncertainty in investing in capital markets. The single rulebook must be completed through close convergence of supervisory practices, which must be applied effectively and consistently to all Member States. This will contribute to creating a single capital market for all 28 Member States and will aid in eliminating the obstacles to cross-border investments within the EU.
24.2 Member States must avoid legislation with too many additional norms (a process known as "gold-plating") that impedes the single market. Member States should not compete with one another at the level of legislation, but confer with one another to create business friendliness and a secure environment in which to attract investment.
24.3 The Commission's proposal for single recovery and resolution framework has been in the pipeline for years. The role of central counterparties in capital markets has increased in recent years. Such entities have become a possible source of new systemic risk. In order to avoid future problems involving the structure of capital markets, a sound, predictable legislative framework should be created for the recovery and resolution of central counterparties (CCPs), and possible also of central security depositories (CSDs). The legislative framework should emphasise the importance of resolution plans that are drafted transparently with members and the supervisory authorities of such infrastructure. The possibility for them to participate in the process will facilitate the processes in question. Additional measures by persons other than the shareholders of such entities should be avoided insofar as possible.
24.4 We have identified some specific areas of the single rulebook in which inconsistencies may arise. In particular, we would like to emphasise: (1) the need to ensure consistent application of the rules governing remuneration policies and practices pursuant to the AIFM
/UCITS directives and CRD IV
, in order to avoid the creation of an unlevel playing field, if it were to be provided, in the context of groups, that the provisions of CRD IV will apply to parties already subject to specific sector rules [UCITS and AIFMD]
; (2) the distortion of distribution requirements, if the investor protection provisions of the MiFID II directive and the proposed IMD II are not aligned; (3) the risk of overlap between regulatory provisions concerning disclosure to investors pursuant to the UCITS Directive and MiFID II and the PRIIPs Regulation, which could undermine the temporary derogation granted from the PRIIPs Regulation for retail UCITS and AIFs that use the UCITS KIID; and (4) the proliferation of reporting obligations deriving from, among other sources, the AIFM Directive, EMIR
, the Short Selling Directive
, the ECB regulations concerning investment fund statistics
, and the regulations currently being negotiated such as the Regulation on the Reporting and Transparency of Securities-based Funding Transactions and the Money-Market Funds Regulation. In the case of money-market funds, reinforcement of a consolidated tape at the ESMA level would be welcome in order to avoid the multiplication of national reports on the same data but in various formats.
25. Do you think that the powers of the ESAs to ensure consistent supervision are sufficient? What additional measures relating to EU level supervision would materially contribute to developing a capital markets union?
25.1. In order to establish a single European capital market, out of an awareness of the "constitutional" reforms that could prove necessary or appropriate, in addition to a single rulebook it would also be important to establish a single European supervisory authority, similar to what is being done at the level of the Banking Union: a single authority with the role of catalysing this process. 
25.2. This could imply the extension of ESMA's current powers of direct supervision, to date exercised on credit rating agencies and trade repositories, to other areas such as: a) areas of consumer/investor protection (the Shareholder Rights and Takeover Bids Directives); b) the adoption of IFRS; c) certain market infrastructure and operators of regulated markets (including multilateral trading facilities, systematic internalisers and other trading facilities) that satisfy certain criticality requirements; d) supervision of self-regulated organisations (to be recognised at the EU level); e) derivatives and complex products that satisfy certain criticality requirements; f) critical financial benchmarks; and g) critical market abuse.
25.3. The Banking Union lacks a subject which can act as a catalyst for this process. Today, ESMA's role is "light" and subordinate to that of the Commission, but the principles expressed by the Court of Justice in its ruling of January 22, 2014 in the so-called short-selling case, demonstrate how there is the opportunity to provide ESMA with its own prerogatives of a European Supervisory Authority on the markets, giving a major boost to the process of homogenization of legislation needed to create an integrated European Capital Market. 
25.4. This should not be erroneously interpreted as a desire to expand the powers currently attributed to the ESAs in a general, indiscriminate manner. Indeed, we agree with the Opinion expressed by the European Parliament's ECON in February, according to which EIOPA should limit itself to its mandate, given its limited resources, and must not in effect seek to expand that mandate beyond what is envisaged in the Regulation on the functioning of EIOPA. There is a lack of legal certainty on the use of the "comply or explain" mechanism and the broad powers given to EIOPA to issue guidelines and recommendations under Article 16. In this Opinion, it is emphasised that EIOPA should verify the appropriateness of drawing up guidelines and recommendations. There has been a tendency for ESA guidelines to take the form of detailed, prescriptive rules, which could represent a level-three rulebook. Some guidelines have restricted and, in some cases, even contradicted the principle-based regulations underlying their development. 
25.5. Designing the Capital Markets Union may thus serve as an opportunity to clarify the role of ESAs, whose mandates provides for them to coordinate with national supervisory authorities, so as to ensure consistent interpretation of regulations and promote the convergence of national supervisory practices.
26. Taking into account past experience, are there targeted changes to securities ownership rules that could contribute to more integrated capital markets within the EU?
1.1 We regret that the EU Securities Law Legislation (hereinafter "SLL") has been delayed for many years. We encourage the Commission to continue work on the SLL. We also observe that we do not see any need to devise modifications of "securities ownership", narrowly defined, in that this is interpreted differently in the various jurisdictions. On the contrary, what is needed is to provide legal certainty to explain indirectly held securities captions. Although TARGET2 Securities provides clarity at the technical level for cross-border and cross-CSD transactions, there is agreement on the need to develop legal certainty.
26.2. The European harmonisation efforts in the area of securities over the past ten years remain incomplete. Harmonisation has worked with T2S environments solely where tied to technical aspects of the process of establishment within the system and is applicable only on that platform. However, the legal risk resulting from the existence of various legal rules in the field of securities ownership has not been eliminated. A regulatory framework in the area of securities ownership, which includes the exchange of collateral, is still absent. We believe that this issue must be regarded as a focal point of the Single Capital Markets Union Action Plan.
26.3. We encourage European policy-makers to focus on certain operational aspects relating to the functioning of securities that would provide greater legal certainty for investors.
26.4. There is a need for legislation at the European level to define ownership of securities marketed on a cross-border basis. The certainty provided by such legislation would represent reassurance for investors who trade outside their home legal territories and to those who, in a negative market situation, have difficulty identifying the proper legislation to be applied in the event of the insolvency of their counterparty.
26.5. We believe that harmonisation of ownership and third-party liability regimes could entail unintended consequences and may increase systemic risk (if credit risk is not concentrated with intermediaries) to the detriment of investor protection. Investors may be exposed to greater risk if securities legislation makes intermediaries more susceptible to insolvency as a result of unforeseeable events.
26.6. We propose the development of an "operational approach" that focuses on the harmonisation of operational aspects relating to the accounting treatment of securities and transactions. We believe that all effects on market practices may be offset by the benefits of uniform, common principles.
26.7. We believe that the top-priority actions involve content relating to debit and credit accounts that become legally binding for valid acquisition and disposition of securities. A European law should thus provide harmonisation to include the "acquisition of securities and collateral in good faith". Commercial and insolvency legislation should instead focus on short-term securities, and in particular on the insolvency of an intermediary.
26.8. There is also a need for a proposal to harmonise risk-sharing and clearing mechanisms, and it is important to clarify which law should apply in such cases. Accordingly, the current conflict of rules on the Financial Collateral Directive should be extended to all areas of ownership, acquisition and disposition of securities.
27.1 Should work be undertaken to improve the legal enforceability of collateral and close-out netting arrangements cross-border?
27.1.1. We believe it is important to increase the cross-border fluidity and mobility of capital. In view of this goal, it is our hope that the domestic transposition of a single resolution mechanism will not have a negative impact on contractual close-out netting agreements to which a banking or financial institution subject to this mechanism is a party. The objective of harmonising the collateral system of the individual legal systems is highly ambitious and would complete what has already been started at EU level with Directive no. 47/2002 on financial collateral (introduced in Italy through Legislative Decree no. 170 of 21 May 2004. In Italy, the system is still extremely non-homogeneous and divided, with strong opposition between traditional collateral (such as pledges) and other, more flexible ones (such as financial collateral, as said, and the privilege introduced by art. 46 T.U.B.). It could therefore be useful to issue a Directive on non-possessory collateral aimed at identifying common principles of harmonisation for the collateral provided in the individual domestic legal systems. In particular, the directive could pursue the following aims: definition of the object of securities collateral (broader than the financial instruments already identified in the above Directive 47/2002); rationalisation of the number of guarantees present in each legal order; identification of a single electronic European register for recording such guarantees (available for consultation by creditors) and preparing shared criteria for establishing such instruments (validity and enforceability on third parties); a lack of dispossession for guarantees granted to companies involving assets used in the production cycle; harmonisation of the rules governing close-out netting clauses; introduction of harmonised enforcement procedures (of an extrajudicial nature) that allow cross-border creditors to obtain satisfaction directly on the debtor's assets in another Member State; and clear identification of the court of jurisdiction if disputes arise on this subject. Legislation in the various Member States would now appear to be leaning towards these aims (cf. France, Germany, Netherlands and Belgium).
27.1.2. We are particularly concerned by the fact that new rules, currently under discussion, could penalise the re-use of collateral in cases of the transfer of collateral financial securities (including repurchase agreements or "repos"). Another considerable concern for the financial sector relates to the restrictions placed on repurchase agreement operations by European banks, which are of crucial importance to supporting liquidity on the secondary market, since they are a fundamental means of developing capital markets in the European Union. The attractiveness of "repo" transactions for market operators lies precisely in the fact that the collateral - of which full ownership is obtained - may immediately be used. In particular, we ask that the European Commission devote particular attention to avoiding the introduction of unjustified restrictions on the reuse of collateral in the context of securities-based funding transactions. In addition, we believe that regulators should focus on harmonising cross-border collateral and close-out netting regimes, while increasing transparency, liquidity and access to the market and eliminating uncertainties and concerns regarding risks on the part of existing or potential market players. Currently, the treatment of collateral depends on various regimes, such as the local jurisdiction relating to the place in which the collateral in question is held or the legislation of the place in which the parties signed the agreement. Without harmonisation of these various legal regimes, there continues to be potential legal risk, particularly as regards cross-border collateral. In many cases, market players rely on unproven legal analyses involving various jurisdictions.
27.1.3. Harmonisation of collateral regimes in the European Union would entail a significant increase in market transparency, stability and liquidity by eliminating the need for complicated, non-transparent structures in this field. The benefits of harmonisation would be the same for cross-border netting regimes and market players in the various jurisdictions. Greater harmonisation would increase transparency for market players and would contribute to simplifying the complexity of risk assessment processes by banks concerning transactions involving collateral.
27.1.4. As an additional proposal, the financial sector suggests that the European Commission continue with the harmonisation process for access by banks to the various securities settlement systems within the Union. The greater the level of harmonisation in banks' access to the various securities settlement systems, the more fluid the use of collateral in the EU may become. For example, the recent change of the rules for the European system, which allows central banks to inject liquidity into the system through a trilateral platform, represents a positive development that contributes to the fluidity of collateral within the EU. 
27.1.5. Efficient secondary markets should be a priority for the European Commission, in particular in view of developing new markets for SMEs.
28. What are the main obstacles to integrated capital markets arising from company law, including corporate governance? Are there targeted measures which could contribute to overcoming them? 
28.1. It is now difficult to think of areas of company law which are not covered by European legislation, passed or in the process of being passed, and which could be obstacles to integrated capital markets if not monitored by the regulator. In any case, before identifying any measures, it is necessary to await completion of the EU regulatory framework and a sufficient period of application of the national regulations enacting them. Consider that the last Green Paper of the Commission on company law, issued in 2011, is still to be fully enacted, with the proposed review of the Shareholders’ rights Directive, currently being approved, which contains a highly detailed set of rules on areas still to be regulated.
28.2. In general, it is possible to identify several critical issues relating to loyalty and multiple-vote shares and the exercise of cross-border voting rights. 
28.3. On the former subject, most institutional investors and proxy advisors
 stress that loyalty shares may result in a reduced flow of investment from institutional investors, generally pan-European and cross-border investors, and discourage long-term investments, by creating disproportionate relationship between invested capital and the voting rights held. Consequently, the introduction of loyalty shares may undermine the achievement of the objective that European institutions are pursuing with the proposed revision of the shareholder rights directive, i.e. strengthening European economies, improving their ability to attract investors, and the same objectives as the CMU. 
28.4. Turning to the second issue, there are still obstacles to the cross-border exercise of voting rights. The creation of more efficient systems for the cross-border exercise of voting rights thus appears desirable, for example, through the development of electronic voting systems, with the aim of simplifying processes and decreasing the complexity related to casting cross-border votes. 
28.5. We also hope that provisions are introduced with the aim of encouraging listed companies to draft English versions of their company documents, in particular those concerning general meetings (for example, a summary of the agenda and proposed resolutions).
28.6. Lastly, the responsibility of the parent company and the management of groups of companies should be better harmonised so as to facilitate the better functioning of relations between such companies belonging to a single group.
29. What specific aspects of insolvency laws would need to be harmonised in order to support the emergence of a pan-European capital market?
29.1. The creation of common insolvency management procedures for all Member States is extremely hard to achieve. The EU legislator has passed two important measures: Regulation no. 1346/2000 on cross-border insolvency and Recommendation no. 135/2014. In it recitals, Council Regulation no. 1346/2000 states that , due to “…the considerable differences between substantive rights, it is not realistic to create a single insolvency procedure having universal value …”. The Regulation cites the different forms of collateral on credit (and the relative methods of collection) existing in the legal systems of the Member States, which are very different to each other. 
29.2. The Recommendation of the Commission dated 12.3.2014 “on a new approach to business failure and insolvency" focuses attention on the need to pursue “greater consistency between the national insolvency regulations in order to reduce the divergences and the inefficiencies which impede prompt restructuring of viable enterprises and which gives honest entrepreneurs a second chance, thus reducing the costs of restructuring for debtors and creditors. Greater consistency and efficiency of national bankruptcy regulations would maximise the returns for all types of creditors and investors, and would encourage cross-border investments. Greater consistency would also assist restructuring of company groups, irrespective of the place where group companies are located in the Union". 
29.3. It would therefore not appear to be possible to prepare common instruments for settling insolvency. In fact, the cultural differences (not only juridical, but also economic and social) between the individual EU States are such as not to allow a particularly penetrating process of harmonisation in this area. However, it would be possible to prepare a set of common principles on which the means of resolving the crisis of each EU legal system should be based.
29.4. At the same time, more uniform and simpler insolvency procedures should be pursued, at least to harmonise their duration, which are significantly different in the various EU Member States and cause serious economic and social inequalities. Furthermore, in the liquidation procedures, an intervention on the methods of realising collateral assets (real and movable) could be made, allowing creditors (even cross-border ones) to realise their collateral independently, also through mutuality agreements. However, the Recommendation does not define "financial difficulty" or "probability of insolvency".
29.5. Another aspect that could be harmonised is the preliminary process of the recognition of liability and the review of claims and rules for lodging claims on the debtor. In addition, the possibility of harmonising pending relationships (cases in which contracts have been fully or partially concluded when the insolvency procedure begins) should be considered: the automatic termination of the contract with or without compensation of creditors in good standing could be an option. Other possibilities are continuing the contract as established by the authority or exploiting the "cherry-picking" right.
30. What barriers are there around taxation that should be looked at as a matter of priority to contribute to more integrated capital markets within the EU and a more robust funding structure at company level and through which instruments?
30.1. In the EU there are currently 28 different legislations with 28 different interpretations of the concept of "taxable base". This is one of the key issues of European integration, and unless it is dealt with swiftly, it could threaten the fulfilment of the objectives of the Capital Markets Union.
30.2. In order to take the first, important step towards solving the problem, the European Commission has already taken action on corporate taxation and, despite all the difficulties and resistance it has encountered, in 2011 it published the draft directive on the Common Consolidated Corporate Tax Base - CCCTB.
30.3. Harmonising the methods of determining the taxable base is not a "simple" objective and that is why it has come up against the political resistance of Member States which use taxation as a competitive weapon. Irrespective of the rates, in fact, these countries aim to "overtake" the others on the deductions they grant, ending up by taxing an infinitesimal - or at least extremely low - part of revenues. It is easy to demonstrate that, despite the presence of similar nominal rates on corporate income, the use of lower deductions (such as deductibility of provisions on impaired loans over five years) and non-deductibility constitute an enormous disadvantage for banks operating in Italy in terms of the effective rate.
30.4. Taxation of financial transactions remains particularly worthy of mention. The Green Paper does not contain questions nor specific references to the issue of financial transaction tax (FTT), whose introduction at European level, even if limited to the 11 Member States, including Italy, all of whom are committed to the implementation of enhanced cooperation, is still strongly supported by the Directorate for Taxation and Customs Union (Taxud) of the European Commission. The very fact that the consultation document omits this issue is a critical element, as it appears to overlook the negative impact that the introduction of the tax could have on the capital markets, especially if configured according to the original scheme of the proposed directive (tax base expanded to all instruments, both equity and debt, including derivatives, application to both counterparts, no exemption for market makers and no forms of netting). The FTT increases the cost of capital for businesses, reduces return on investment and savings and distorts markets, thereby making EU investment funds more expensive than direct investment, with the result of channelling investments into products not subject to the FTT or non-EU investment funds. The assumption that the proposed directive presented by the Taxud Directorate is supported and considered to be in line with the objectives pursued by the various directorates responsible for the Capital Markets Union project cannot fail to be the cause of perplexity. Although the application of a tax at the stage of issuing securities is not planned, the impact it would have on the secondary market, with overlapping effects in the case of multiple operations on the same title, risks leading to an increase in the cost of capital for all businesses issuers, in full contradiction with the aims of the plan for the construction of a Capital Markets Union. These are drawbacks, which, as is well known, were partially offset by the domestic version of the FTT, which has been operating in Italy since 2013. More generally, the fact that the entire debate on the final contents of the proposal is still characterised by elements of confusion and contradiction, which prevent the final outlines of the project from being defined, is important. The fear is that political pressure could lead to compromises, the effects of which have not been fully assessed. In this logic, the European Commission itself should work to coordinate the tax objectives with the market objectives pursued by the different directorates, in view of a desirable change of mind on the usefulness of taxing European financial transactions.
30.5. There seems to be a need to align the treatment of the deductibility of interest paid by debt securities (deductible) and returns on corporate equity financing (not deductible), preferably by rendering the latter deductible.
30.6. Finally, in terms of possible future measures, development at the national level of tax incentives for long-term investments through ELTIFs, as mentioned above in our answer to question 3, would be very well received. For long-term assets and portfolios pursuing strategies based on long-term investments in SMEs and infrastructure, such tax incentives could significantly satisfy the need to reallocate funding to such investments. It is essential that there is also an alignment of fiscal treatment, and it would also be desirable to introduce incentives for investors specializing in mid market asset class. The issue of tax incentives is also a delicate question, given the awareness of the inevitable difficulties that would lead to the achievement of an agreement on this point with the required unanimity of all States. In the absence of such an agreement, the adoption of fiscal support measures for these operations is left up to the individual states. For Italy, a good starting point might be some work which has already been carried out which assumes various fiscal support measures in favour of both investors and the issuers.
30.7. Of particular interest to the creation of a true single capital market within the European Union will be the implementation of Action 6, an integral part of the international action plan coordinated by the OECD, Base Erosion and Profit Shifting. We support a definition that does not limit the access to tax benefits of the treaty for the avoidance of double taxation by alternative investment funds that operate on a cross-border basis and thus respect the fundamental principles of the CMU.
31. How can the EU best support the development by the market of new technologies and business models to the benefit of integrated and efficient capital markets?
31.1. The market-making activity performed by banks and broker-dealers, which is indispensable to creating liquidity in the bond sector and far from being able to be fully replaced by electronic platforms (where banks and broker-dealers do not take positions but show bid and offer quotations), must be supported through careful calibration of pre- and post-trade reporting obligations and the preparation of capital-relief measures for market-makers.
31.2. The European Commission may provide the best contribution to the development of the market for new technologies and business models by establishing a solid legislative framework within which market operators may operate freely and competition may exist. On the other hand, an excessive focus on family business models would probably merely cement the status quo.
32. Are there other issues, not identified in this Green Paper, which in your view require action to achieve a Capital Markets Union? If so, what are they and what form could such action take?
32.1. 32.1.
We believe that, in the context of the CMU, the Commission should also examine the market initiatives current under discussion to develop market standards and best practices. In particular, for the European money market (including ABCPs with trade receivables for SMEs). The proper functioning and resilience of the money market (and not just at the interbank level) is a sort of public good. If well designed, this segment of the market is vital to the real economy in that it fosters a more stable and efficient financial system. It allows banks and companies (including large companies in the unsecured segment and smaller companies in the secured ABCP segments) to better manage their liquidity and funding needs, as well as to provide investors, including insurers and asset managers, with a variety of short-term investment opportunities and more efficient liquidity management tools.
32.2. The financial sector is highly concerned with all changes to the law aimed at reducing systemic risk. On the whole, all related provisions have structurally impeded this segment of the market, and many believe that it will not re-establish itself on a solid foundation, in particular when the ECB concludes its temporary liquidity injection policy. A number of European financial sector associations are thus assessing the appropriateness and merits of an initiative led by the European market known as STEP+. The preliminary work is beginning. The purpose of this work is to identify the structural changes that could be favourable to a sustainable increase in (secured and unsecured) short-term European paper (STEP) activity.
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The Italian Federation of Banks, Insurers and Finance was formed in 2008 by the Italian Banking Association (ABI) and Insurers' Association (ANIA). Following the accession of Assogestioni (2011) and AIFI (2013), it now aims to serve as a “common home” of savings and finance institutions in Italy. In July 2013, Assofiduciaria, Assoimmobiliare, Assoprevidenza and Assosim also joined the Federation.


Our mission:


- to promote the role of the banking, insurance and financial industry in the pursuit of the country's general interests; 


- to represent the positions of member associations on economic and social policies in a systematic relationship with political and monetary authorities, trade associations and the public opinion;


- to spread a culture of free market and competitiveness, by promoting transparency and responsiveness to consumers and savers in the banking, insurance and financial sectors;


- to represent the interests of the Italian financial community in relations with European institutions, with the aim of consolidating dialogue with other Italian public and private stakeholders, so as to act as part of a single national strategy and system in Europe. 


The Working Group responsible for drafting this document, led by Dr. Maurizio Sella and coordinated by Prof. Rainer Masera, has seen the participation of FeBAF member associations, enterprises represented in the Febaf Management Committee, and the Chief Economist of Cassa Depositi e Prestiti Edoardo Reviglio.
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(�) This contribution is founded in large part on the reflections and considerations contained in the work of Franco Bassanini and others, Quantitative Easing structured finance and support to the real economy. Proposals on ABS, published in SSRN, November 2014. We are grateful to Rainer Masera and Edoardo Reviglio for their contribution to this chapter.


(�)  Among its other measures, the proposal goes beyond the typical practice of “skin in the game" (subscription for junior tranches) by banks when structuring securitisation, further requiring vertical subscription by the originating bank of a share of all tranches of ABSs issued.


(�) 	In November 2013, Yves Mersch, a member of the ECB Governing Council, openly criticised the lack of consistency of prudential regulations in their treatment of ABSs and equally rated underlying loans, comparing it to “calibrating the price of flood insurance on the experience of New Orleans for a city like Madrid”.


(�) 	According to the current standardised approach, the risk weight for the senior tranches of ABSs with "A" ratings is 6%, compared to 4% for loans to enterprises with the same rating. The asymmetries increase for lower-quality securities: ABSs with a rating of BBB have a risk weight of 10.4%, compared to 8% for loans to enterprises with the same rating. Apparently, the differences are primarily attributable to the lack of liquidity on the ABS market following the 2008 financial crisis.


(�) 	To calculate “stylised” losses, S&P assumes a “loss severity" of 50% and applies the default rates observed in the fourth quarter of 2013. According to the ECB, the default probability range for ABSs in Europe since the beginning of the financial crisis (2007-08) comes to an average of 0.6-1.5%. In addition, the European Central Bank argues that the default rates on ABSs with underlying loans to SMEs in Europe are far lower than those for the securitisation market at large, with a default rate of approximately 0.1% on such instruments. 


(�)	In some extreme cases, such as that of Germany, such loans account for nearly 60% of the total.


(�)	The reference is to the ECB decision no. 278/23 of 20/9/2014, § 4.3.a).


(�)	Refer to section 6.3 of Annex 1 to the 2011/14 ECB Guidelines.


(�)	A "single A" rating is equivalent to a rating of at least “A3” by Moody’s, “A-” by Fitch or Standard & Poor’s, or “AL” by DBRS.


(�)	Refer to Mario Draghi's speech of 22/9/2014, in which he stated that: “As for the guaranteed mezzanine tranches, their intrinsic credit risk would be comparable to that of the guarantor, be it a national or supranational entity”.


(�)	See Mario Draghi's speech of 22/9/2014, in which he stated that: “As for the guaranteed mezzanine tranches, their intrinsic credit risk would be comparable to that of the guarantor, be it a national or supranational entity”.


(�)   See the paper “La re-securitization per finanziare la ripresa” ("Re-securitisation to finance the recovery"), G. Zadra (July 2014).


(�)   See “Securitisations: tranching concentrates uncertainty” by Adonis Antoniades and Nikola Tarashev (12/2014).


� In this regard, Decree No. 30/2015 of the Italian Ministry of the Economy and Finance has acknowledged the possibility for Italian open-end AIFs, including retail funds, to invest up to 20% of their assets in financial instruments not negotiated on a regulated market.


� Directive 2011/61/EU of the European Parliament and of the Council of 8 June 2011 on Alternative Investment Fund Managers and amending Directives 2003/41/EC and 2009/65/EC and Regulations (EC) No 1060/2009 and (EU) No 1095/2010. 





� Directive 2013/36/EU of the European Parliament and of the Council of 26 June 2013 on access to the activity of credit institutions and the prudential supervision of credit institutions and investment firms, amending Directive 2002/87/EC and repealing Directives 2006/48/EC and 2006/49/EC.





� Please refer to EBA’s recently published Draft Guidelines on remuneration policies under CRD IV – Draft Guidelines on sound remuneration policies under Article 74(3) and 75(2) of Directive 2013/36/EU and disclosure under Article 450 of Regulation (EU) No  575/2013 [EBA/CP/2015/03]. 





� 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.





� Regulation (EU) No. 236/2012 of the European Parliament and of the Council of 14 March 2012 on short selling and certain aspects of credit default swaps.





�  Regulation (EU) no 1073/2013 of the ECB of 18 October 2013 concerning statistics on the assets and liabilities of investment funds.


� For example, see the comments by Frontis Governance and Expert Corporate Governance Service, available from: �HYPERLINK "https://frontisgovernanceblog.wordpress.com/2014/12/09/frontis-governance-and-ecgs-commented-on-consobs-consultation-on-multiple-voting-rights/"�https://frontisgovernanceblog.wordpress.com/2014/12/09/frontis-governance-and-ecgs-commented-on-consobs-consultation-on-multiple-voting-rights/� or the ISS Europe summary Proxy Voting Guidelines – 2015 Benchmark Policy Recommendations, available from: �HYPERLINK "http://www.issgovernance.com/file/policy/2015europesummaryvotingguidelines.pdf"�http://www.issgovernance.com/file/policy/2015europesummaryvotingguidelines.pdf�.
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