
1 
 

Views of the Italian government in reply to the consultation document 

of the European Commission Services on: 

Capital Markets Union Mid-Term Review 2017 

 

Table of Contents 

FOREWORD AND RECOMMENDATIONS .................................................................................................. 2 

Executive Summary ................................................................................................................................ 5 

1. Introduction: why Capital Markets Union remains a key priority for the EU as a whole ..................... 7 

2. Major policy priorities in carrying forward a reinvigorated CMU project ......................................... 10 

2.1 Serving the needs of demand-side firms, in particular SMEs .......................................................... 10 

2.2 Serving the needs of supply-side agents focusing in particular on risk capital and long term finance

 11 

2.3 Further convergence in the EU of national supervisory practices and approaches ........................ 12 

2.4 Mitigating deeply rooted national divergences in politically sensitive areas ................................. 13 

3. Can things be done differently with regard to the individual measures contained in the 2015 Action 

Plan? ................................................................................................................................................... 14 

3.1 Measures pursued under the heading “Financing for innovations, start-ups  and non-listed 

companies ................................................................................................................................................... 15 

3.2 Measures pursued under the heading “Making it easier for companies to enter and raise capital 

on public markets” ...................................................................................................................................... 15 

3.3 Measures pursued under the heading “Investing for long term, infrastructure and sustainable 

development” .............................................................................................................................................. 16 

3.4 Measures pursued under the heading “Fostering retail investment and innovation” ................... 17 

3.5 Measures pursued under the heading “Strengthening banking capacity to support the wider 

economy” .................................................................................................................................................... 17 

3.6 Measures pursued under the heading “Facilitating cross border investment” .............................. 18 

4. The Mid-Term Review as an opportunity to integrate the 2015 Action Plan with further initiatives . 19 

4.1 enhancing SME-related information ............................................................................................... 19 

4.2 Fintech and Green Finance .............................................................................................................. 20 

4.3 Supervisory and financial stability arrangements ........................................................................... 21 

5. Concluding remarks ...................................................................................................................... 22 

 

 



2 
 

FOREWORD AND RECOMMENDATIONS  

This document1, as approved by the Italian government, sets forth the vision that should shape future 

work in completing the Capital Markets Union in parallel to the timely completion of the Banking Union. 

Such a vision is grounded on the conviction that genuinely developed and integrated EU capital markets 

are essential for a well-functioning Single Market, able to promote the well-being of the European 

people. 

Three main principles inspire this vision: (i) committing in favor of a European approach to policy making 

in this agenda, (ii) allowing free-market forces to produce balanced outcomes, and (iii) effectively 

addressing market failures. The Capital Markets Union must progress as a single undertaking where no 

single measure can produce the desired outcomes on its own. All components of the CMU agenda should 

therefore be put in place, focusing on four main policy priorities: (i) effectively serving the needs of SMEs 

that produce about 60 per cent of the EU value added, (ii) enhancing the cost-effective availability of risk 

capital funds in particular to finance long term projects, (iii) ensure that the rules of the game are 

effectively and uniformly enforced by the supervisory function within the EU, (iv) working towards 

building a consistent basic legal and fiscal framework for private players in the capital markets. 

In this perspective, the CMU existing comprehensive agenda should gain further momentum in the 

coming months and years. In addition, as part of the Mid Term Review, the CMU Action Plan should be 

updated to include a few key emerging elements to achieve the intended objectives in an evolving 

environment. Such a reinvigorated CMU agenda should be carried forward ambitiously and in a way that 

capitalizes the lessons learned from the analysis on the cumulative effects of recent regulatory reforms.  

The policy line outlined above is articulated in detail along this document, which is composed of an 

executive summary, four sections going progressively from high level concepts to more detailed 

considerations and a final concluding section. The main recommendations made in this document are as 

follows: 

In Section 1: 

 The Capital Markets Union should remain a project for all EU member states, to be pursued 

ambitiously if it is to deliver its intended objectives; 

 the European Commission should further investigate the reasons for slow overall progress, also 

in terms of impact on market outcomes, in order to pave the way for giving new impetus to the 

Capital Markets Union; 

 Member States should clearly express their shared political willingness to pursue a fully-fledged 

Capital Markets Union, through a statement by the European Council; 

                                                           
1
 This document, updated as of 23 March 2017, has been prepared by the staff of the Treasury Department of the 

Ministry of the Economy and Finance, as coordinated by Gian Paolo Ruggiero. Treasury staff worked under political 
guidance, in coordination with other competent administrations of the Italian government as involved by the 
Department of European Affairs and with the technical support of Financial Independent Authorities (Banca d’Italia, 
Consob, Covip, Ivass), which provided their collaboration without being bound by the final document approved by 
government. 
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In Section 2: 

 In serving the needs of borrowers on the demand side, the CMU agenda should focus particularly 

on SMEs, which are the firms most affected by the credit constraint following the global financial 

crises; 

 In serving the needs of lenders on the supply side, the priority is to further develop long term 

institutional investors as well as financial mechanisms that can increase the liquidity of longer 

dated assets; 

 The playing field amongst private players should be fair, levelled and uniform through greater 

supervisory convergence leading over time to a consolidated securities supervisor and through a 

more consistent framework in basic areas, such as securities and company law, insolvency and 

fiscal discipline; 

In Section 3: 

Bearing in mind that the CMU package should be seen as a single undertaking, the most pressing 

priorities to pursue the above policy targets in the six areas articulating the Action Plan are: 

 Further develop and integrate segments of the EU capital markets that are most useful for SMEs. 

In particular, ongoing market initiatives on private placements should be incentivized, venture 

capital markets should be further promoted, while the role of State Aid should be clarified with 

respect to public venture capital; a harmonized regulatory framework for crowdfunding is 

needed; 

 Incentivizing firms, in particular SMEs, to raise capital in the equity market through the swift and 

sound implementation of the Prospectus Regulation as well as the reduction of the current tax 

bias in favor of debt thanks to the Commission proposal for a Common Consolidated Corporate 

Tax Base (CCCTB); 

 Foster the cost-effective provision of risk and long term capital through creating an appropriate 

legal framework for long term institutional investors, such as insurance companies and pension 

funds, as well as further developing liquid markets where long term financial instruments can be 

negotiated effectively; 

 Promoting retail clients’ recourse to EU capital markets through adequately preserving their 

confidence and protecting them through high standard regulation and supervision; 

 Effectively enhance complementarities with bank credit by securing a smooth adoption and 

implementation of the package on simple and transparent securitizations as well as by promoting 

the development of a secondary market for loans across EU jurisdictions, in particular non-

performing loans; 

 Amongst deeply rooted national divergences, pursue as a matter of priority the convergence of 

sound insolvency frameworks and the establishment of a Code of Conduct, whereby national 

frameworks for the effective enforcement of withholding tax procedures are based on a system 

of relief at source with standardized documentation. 
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In Section 4: 

In addition to existing measures, the Commission should update its Action Plan, to be implemented 

applying lessons drawn from the so-called “call for evidence” exercise,  with the following set of 

initiatives: 

 A pan-European system of SME-related information must be promoted, based on standardized 

data and pooling existing information available already at national level. Action to enhance credit 

registries operating on a EU-wide basis is the most pressingly needed; 

 a smart, effective and timely regulatory strategy on Fintech and Green Finance ought to be 

devised and implemented consistently at EU level. With respect to Fintech, while new regulation 

should be introduced only where deemed necessary, both the regulatory and the supervisory 

framework in the EU should be anchored to the principle “same risk, same activity, same rule” 

and should take into account ongoing FSB work; 

 a process within the CMU should be established, in which co-legislators are presented in due 

course with articulated analysis and consequent possible policy options in the design of 

increasingly integrated institutional arrangements for securities supervision and financial 

stability oversight in the EU. 
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Executive Summary 

This position paper is the outcome of a broad institutional coordination within the Italian government and 

is intended to reaffirm its vision to support the Capital Markets Union (CMU), while providing priorities and 

directions on the way forward that will be taken in the context of the upcoming Mid-Term Review.  

Section 1 elaborates on the political, economic and financial logic for a fully-fledged CMU in the current 

dynamic context, which requires a flexible but determined strategic approach in the coming months and 

years. Indeed, the underlying compelling rationale for further developing and integrating capital markets in 

Europe remains unaltered, if not strengthened following the outcome of the 2016 British referendum: 

broadly diversified and efficient capital markets in the EU would help mobilize and efficiently select 

investments, as a key underpinning complementary with the Juncker Plan towards more job creation and 

higher sustainable growth in the Union.  

Integrated and fully open capital markets are one key prerequisite for the well-functioning of the EU Single 

Market, which is one of the major common denominator for all EU member states. Therefore, a genuine 

CMU should be carried forward with determination and high standards in order to attain a number of 

policy targets, which are instrumental to enhance the well-being of the people in the EU, as envisaged by 

art. 3 of the TEU. 

The need for a comprehensive approach to enhance capital markets integration, while preserving 

confidence, investor protection, level playing field and market integrity, requires the implementation of an 

ambitious CMU as a single undertaking, in conjunction with the full completion of the Banking Union and 

with efforts aimed at strengthening the Economic and Monetary Union. 

Thus far, results on the grounds have been muted. This outcome, partly to be expected as the CMU is 

inherently a long run project, requires further investigation to devise possible policy reactions and, 

moreover, requires a renewed commitment by EU member states and the Commission to proceed. In this 

last regard, it would be useful if the European Council provides high level orientations and a sense of the 

shared commitment amongst member states to pursue the project in an ambitious way. 

Section 2 is focused on four major broad policy priorities that are essential, in order to achieve the 

intended result of a truly integrated European capital market. Such priorities concern the demand side of 

capital markets, the supply side and the fair and effective rules of the game that must discipline private 

players as follows: 

Firstly, the priority is to focus CMU progress on the needs of SMEs, these being the firms most affected by 

the current relatively scarce and expensive sources of finance. While the full set of measures should 

address in a comprehensive way the financing necessities of all firms, larger corporations already enjoy 

great opportunities in European capital markets unlike smaller firms. The latter with the potential to access 

capital markets should increasingly benefit from the development of various market segments, also 

through a transversal policy effort to enhance the cost-effective availability, reliability and comparability of 

SME-related information. This would benefit also bank financing, which will continue to be the main source 

of funds for smaller SMEs and therefore needs to be supported through the completion of the Banking 

Union. 

Secondly, the supply-side of capital markets should be strengthened having in mind the need to effectively 

enhance the cost-effective availability of risk capital and long term finance. This is key in order to underpin 



6 
 

the capital position of European firms in a sustainable perspective and to provide the necessary funds to 

finance long-term infrastructural projects. CMU measures should therefore be targeted at the further 

development of institutional investors acting in a long term perspective, such as insurance companies and 

pension funds, as well as at better articulating existing financial mechanisms and their functioning in order 

to enhance the liquidity of longer dated assets. 

Thirdly, the priority is that regulation enforcement through effective supervision should be consistently and 

uniformly performed to sustain the EU Single Rulebook. A fully-fledged CMU requires further progress in 

this endeavor for two reasons: (i) the need for a level playing field amongst private market players in all 

national jurisdictions, and across borders, (ii) the need to design proper accountability lines in a way that 

member states’ authorities can be mutually reassured that respective citizens and firms are treated and 

protected effectively on a EU-wide basis. 

Finally, effective integration in European capital markets can be achieved only through a more ambitious 

approach in targeting basic convergence of the national legal frameworks that regulate the way property 

rights, fiscal discipline and legal prerogatives of creditors and debtors influence saving and financing across 

borders. A better balance through smart approaches needs to be found between the still needed national 

sovereignty in certain fields in accordance with the principle of subsidiarity and the policy objective of 

avoiding undue distortions in the allocation of capital within the EU. 

Section 3 contains extensive considerations on the more than thirty individual measures, which have been, 

are or are going to be carried forward as part of the 2015 CMU Action Plan. Italy is participating 

constructively to pursue all initiatives with a view to effective result-oriented outcomes in line with its 

broad policy priorities; progress is being made on a number of issues, in particular the revised Prospectus 

Regulation in view of its potential to spur access to EU capital markets also by SMEs while preserving 

investor protection. However, a slower pace of progress has been recorded in other areas, most 

importantly the legislative package aimed at reviving on a sound basis the EU market for securitizations of 

bank loans. 

Section 4 elaborates on the opportunity in the course of the Mid-Term Review to embed in the CMU 

agenda a number of elements, which were absent or down played in the original Action Plan for 

understandable reasons. A transversal priority is to pursue various work streams with a view to consistently 

apply the valuable lessons to be drawn from the recent “Call for Evidence” exercise. More specific 

priorities, which deserve a more structured approach under the CMU agenda, are the following three: 

(i) introducing and strengthening  measures that effectively and concretely enhance the availability and the 

framework of SME-related information on a EU-wide basis, (ii) devising an appropriate regulatory and 

supervisory framework for technologically driven innovation (Fintech) as well as Green Finance in order to 

take advantage of potential opportunities while remaining vigilant on possible emerging risks, avoiding 

inertia, (iii) performing a thorough assessment regarding whether, how and when current institutional 

arrangements on financial stability oversight and more particularly on supervision need to evolve in order 

to support and accompany the completion of the CMU. 

Finally, Section 5 concludes by recalling three underlying motives behind policy-making in the 

financial realm, namely the need for a strong European approach, fostering balanced free-market 

outcomes and effectively addressing market failures. These high level principles should find concrete 

application in the work lying ahead to build a fully-fledged Capital Markets Union. 
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1. Introduction: why Capital Markets Union remains a key priority for the EU as a whole 

The present document reflects the views of the Italian government as a whole as it is the end result 

of a coordinating process involving all competent administrations sitting in the Interministerial Committee 

for European Affairs, chaired by the State Secretary for European Affairs as delegated by the Prime 

Minister, with the key support of the Ministry of the Economy and Finance and its Department of the 

Treasury, which is in the front line of the ongoing work being pursued under the Capital Markets Union 

(CMU). This coordination process benefitted also from the assistance of the sectoral financial independent 

authorities operating in Italy (Banca d’Italia, Consob, Covip, Ivass), which however cannot be held 

accountable for the views herein expressed and will express their own views on the CMU as they deem 

most appropriate. 

With this document, Italy intends to reaffirm its vision to support the Capital Markets Union as a 

key project alongside the implementation of the so-called Juncker Plan to unlock investment boosting 

employment and growth in the EU, while providing feedback and input within the consultation recently 

launched by the European Commission in the run up to the upcoming Mid-Term Review. The results of this 

exercise by the Commission, to be delivered in particular to the European co-legislators, will be 

instrumental to stimulate the policy debate and policy guidance needed to effectively pursue the 

completion of this project, consistently with other ongoing and foreseeable developments. 

The stance outlined in this document is fully coherent and in continuity with the position already held by 

the Italian Government and its member Ministers in the competent fora, in particular within the Ecofin 

Council. The priority related to “Finance for Growth” carried forward by Italy as rotating Presidency of the 

EU Council in the second half of 2014 can actually be seen as a major forerunner leading to the CMU 

project that the Juncker Commission put at the core of its policy program. Therefore, this document should 

be read in conjunction with earlier contributions by Italy on the matter, in particular the reply to the 

European Commission Green Paper on Building a Capital Markets Union, which Italy submitted on 21 May 

2015 as part of the consultation prior to the launch of the CMU Action Plan in September 2015 (please see 

the contribution by the Italian Ministry of the Economy and Finance under the link 

https://ec.europa.eu/eusurvey/publication/capital-markets-union-2015) 

Since then, events developed partly as foreseen and partly unexpectedly: the Commission Action 

Plan presented in September 2015 was welcomed by the Ecofin Council in its November 2015 Conclusions, 

which Italy fully subscribed, and then carried forward accordingly by progressing on the more than thirty 

individual measures that composed the Action Plan; the Commission reported regularly to Council and 

Parliament on the progress being made while the major unforeseen related development was the vote to 

leave the European Union by the people of one important Member State, which had been amongst the 

major supporter of the CMU; the Communication issued by the Commission in September 2016 on “Capital 

Markets Union – accelerating reform” was a useful reminder that the CMU project should not only go 

ahead but should even accelerate. 

This view is correct: the underlying compelling rationale for further developing and integrating 

capital markets in Europe remains unaltered; if anything, continental Europe is even more in need to 

diversify and strengthen financing channels in order to boost investment, thus enhancing employment and 

the growth potential in the EU. Of course, the shape of a Capital Markets Union in the EU-27 will have to 

reflect and take into account also the new relationship to be built with the United Kingdom, whatever this 

will be as a result of the upcoming negotiations to follow the article 50 trigger by the British government. 

https://ec.europa.eu/eusurvey/publication/capital-markets-union-2015


8 
 

The City of London, which currently hosts a major chunk of European capital markets and the related 

infrastructure, will no longer belong to the EU jurisdiction with all the consequences that this entails from a 

regulatory, supervisory and market perspective. 

The Brexit process is likely to bear wider implications for the future of the European Union, at a 

time when we are about to celebrate the 60th anniversary of the Treaty of Rome, which planted the seeds 

for this difficult and ambitious European project to boost peace and prosperity. The recent White Paper on 

the Future of Europe sets the framework in which the remaining 27 Member States will have to steer their 

future ahead. The Capital Markets Union is a powerful avenue to proceed with determination in completing 

the build-up of the Single Market, which underlies the engine of integration in Europe from the financial 

sphere to the economic and political realm.  

While there will be discussions around possible different degrees of engagement with various 

European projects, the Single Market, and within this the free flow of capital and financial services, is a 

distinctly characteristic feature of the EU acquis, which cannot be put into question. Therefore, Italy 

believes that the Capital Markets Union – as a key underpinning to the EU Single Market – necessarily 

remains a EU-27 project, where no member state can or should be left behind. 

However, this should not imply that in the work ahead to complete CMU the EU should adjust to 

the lowest common denominator. While ensuring ownership by all Member States, the CMU project needs 

to progress in an expeditious and ambitious manner in consideration of the substantial positive fall-out it 

can have on the efficient functioning of European financial markets and of the EU economy as a whole. 

Bearing in mind the ultimate goal of the EU, as set out in article 3 of the Treaty on the European 

Union (promoting the well-being of the peoples of the EU), CMU can contribute to this mission in a number 

of ways. Effectively integrating capital markets in Europe will yield several intermediate policy objectives, a 

non-exhaustive list of which is summarized below in no particular order of priority: 

 Increase the efficiency, competitiveness and safety of EU financial markets, positively 

reverberating on the cost and availability in the allocation of capital; 

 Broaden and diversify the range of choices and opportunities available to both European 

savers and borrowers, including SMEs and retail clients, who should increasingly be able to 

use financial markets with confidence in order to plan over time consumption and 

investment, as well as dealing more effectively with risk; 

 Facilitate the transmission mechanism of the single monetary policy of the ECB, as well as 

that of national central banks of countries that have not adopted the euro, so that short 

term liquidity and interest rate management can better yield the desired results on the 

field in a broad and uniform way; 

 Support the process by which private risks are redistributed towards those who are more 

able and willing to bear them across the EU, so that asymmetric shocks in the economy can 

be better absorbed and the burden on public risk-sharing mechanisms can be reduced; 

 Promote risk capital and long term finance, which is essential to finance sustainable 

business projects and infrastructures, so much needed by the EU to enhance its growth 

potential; 

In order to secure the above objectives, two essential ingredients of the CMU should be: (i) 

realizing greater integration of financial markets in the EU, while achieving the highest standards in 
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regulation and supervision to preserve confidence, investor protection, level playing field and market 

integrity; (ii) mitigating deeply rooted divergences in national legal systems, in particular insolvency laws, 

and other barriers, including selected aspects of the fiscal system. 

These policy priorities, which are instrumental for a truly successful CMU, require over time 

adaptations in the existing national and Union frameworks, which will prove to be challenging for Member 

States. EU Member States ought to adopt an open and constructive attitude in dealing with such matters 

and the Commission should steer technical and political work to be done in this field in an ambitious and 

realistic way. 

In this last respect, a useful framework and driver is still to be found in the Five Presidents’ Report 

on “Completing Europe’s Economic and Monetary Union” that was published in 2015. This broader 

document offers in one of its chapters a very useful stimulus to the political and intellectual debate that is 

needed to make progress “towards financial union – integrated finance for an integrated economy”. 

According to their views, an effective Financial Union, to be pursued through the completion of the Banking 

Union and the build-up of an ambitious Capital Markets Union, is a necessary complement of and is 

mutually reinforced by a genuine Economic and Monetary Union. Indeed, with slightly different nuances 

and emphasis, the same approach was already maintained in the 2015 CMU policy document submitted by 

Italy in the then ongoing public consultation. 

At the time of the mid-term review, the work and challenges ahead remain very important, despite 

the good progress that has been made. Two final broad policy issues deserve further political attention and 

guidance in the future. 

The first has to do with the somewhat slow pace of progress being recorded since the CMU Action 

Plan was published in 2015: this reference applies primarily, but not only, to the effects that the envisaged 

measures have had on market functioning and outcomes. Of course, this was to be expected to a certain 

extent, since no single measure can produce significant results until the whole package of measures is 

consistently put in place; moreover, there are important lags between the time a certain measure is 

announced and then implemented and the time market participants adapt their behaviors to the new 

framework reverberating, again with a lag, on finance and the economy. 

The second policy issue relates to the tools and processes, both public and private, both unional 

and national, available to pursue CMU. As suggested above, the efforts to be mobilized are very significant 

if the EU is committed to an ambitious CMU policy agenda, which is necessary to achieve the desired 

results. Two major implications arise: (i) progress in integration must count on all interested stakeholders, 

both public policy makers and market participants through private initiatives; (ii) to the extent that the 

negotiating capacity of institutions at European and national level is inherently limited, this needs to be 

managed in a smart and ambitious way; in other words, a balance needs to be found so that, on the one 

hand, excessively ambitious targets do not absorb undue efforts that can be directed at more easily 

manageable technical improvements and, on the other hand, deeply rooted and well known political 

challenges that are key for a truly successful CMU need to be nonetheless addressed in a satisfactory and 

result-oriented manner.  

The above policy issues are important and merit to be addressed in a constructive way. Two 

operational suggestions that can be expressed at this stage in broad terms are: (i) on the former issue, 

when carrying out the regular stocktaking of the implementation of measures and its impact on the ground, 

the Commission should analyze further the missing links that underlie the slow overall progress and, if 
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needed, establish an effective process to investigate further into this issue in order to propose to policy 

makers what options are available to unlock the full CMU potential; (ii) on the latter issue, Member States 

should provide at the highest level of the European Council a clear statement of their shared commitment 

to achieve a successful CMU including through challenging measures, thus enabling the lower institutional 

layers to progress swiftly, ambitiously and realistically along the lines agreed by the European Council. 

2. Major policy priorities in carrying forward a reinvigorated CMU project 

Having set the high profile framework around which the CMU should be carried forward in the 

future, this section elaborates on major policy priorities that pertain more specifically to the functioning of 

EU financial markets. 

In order to enhance social welfare, such more specific policy priorities require public policy makers 

to cater for the needs of (i) private agents belonging to the demand-side (borrowers, including SMEs and 

retail clients), (ii) private agents belonging to the supply-side (lenders such as institutional and retail 

investors as well as other agents such as stock exchanges), (iii) all private players who in any way 

participate in financial markets, whose rules of the game need to be fair, sufficiently uniform and solid in 

the way they are formulated and then enforced. 

In this regard, policy priorities can be grouped around four clusters, with the first two referring to 

demand and supply of funds and the last two pertaining to fair rules of the game in which supply and 

demand interact:  

(i) ensure that capital markets reach out to those borrowers who can most effectively access 

them and adequately complement bank financing for those who will continue to rely on bank-

style intermediation, 

(ii) strengthen the availability and cost-effective supply of risk capital and long term finance,  

(iii) enhance convergence towards the top of supervisory practices and approaches existing across 

Member States,  

(iv) advance on mitigating deeply rooted national divergences in politically sensitive areas that 

govern the way property rights are regulated and treated in a fiscal perspective. 

2.1 Serving the needs of demand-side firms, in particular SMEs 

By providing and channeling funds, financial markets offer the opportunity to economic agents, 

firms in particular, to sustain expenditure beyond the revenues they concurrently receive: this is typically 

needed by firms to finance investment projects, which will generate revenues and profits only at a later 

stage. Therefore, the efficiency of the financial market is key for the economy and its potential not only 

because it mobilizes savings to finance investment activity but also because it embeds incentives and 

mechanisms to select those investments that are expected to yield the greatest return on a risk-adjusted 

basis.  

Following the global financial crisis, this mechanism has not been working very well for a number of 

reasons, some of which do not concern financial markets (e.g. lack of investment opportunities due to weak 

economic perspectives). However, the fault lines affecting global financial markets, banks in particular, and 

the successive policy response by G20 governments and the EU to avert the possibility of another such 
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crises have likely weakened the capacity of financial markets to intermediate funds towards productive 

investments. Banks have been particularly affected also in their ability to engage in maturity 

transformation, whereas EU capital markets are not sufficiently developed to serve the needs of a wide 

spectrum of firms. Larger firms could rearrange their sources of finance making greater recourse to equity 

and securities finance; SMEs, making up the greatest share of value added in Europe, have suffered much 

more and many of them could not find alternative financing to retrenching bank credit. 

The full development of a Capital Markets Union is determinant to support European SMEs in 

finding the financial funds they need to pursue their productive investment projects. European capital 

markets can and should be further developed and integrated in order to enhance the availability and cost 

of capital to smaller firms and entrepreneurs across borders. While new policy measures related to stock 

exchanges listing larger corporations are relatively limited since these exist and operate since centuries, the 

CMU should emphasize the development of those capital markets segments that are more apt to provide 

funds to SMEs, including start-ups that may later become large corporations.  

Against this background, measures included in the Action Plan to favor the growth of public and 

private markets are important and in the next section some considerations will be provided on such 

welcome work in more detail. However, more should be done to better cater the needs of SMEs and to 

target, amongst these, a wider set of firms than merely high-growth companies. 

In this perspective, a number of avenues need to be pursued when implementing financial policies 

and regulation. The major one that should be pursued is enriching the set of SME-related information 

which investors can access on a cost-effective basis. Reliable and comparable information is at the heart of 

credit provision and monitoring; the great progress that has been made in the past mostly dedicated to 

larger corporations must now be matched by parallel advances in SME-related initiatives. Section 4.1 

provides further details making more precise proposals to address the need for a pan European 

information system on the creditworthiness of SMEs, based on standardized data  

Suffice here to conclude with the consideration that a significant share of SMEs is nonetheless not 

ready and apt to access capital markets, at least not for their full financing needs. For many such SMEs, the 

main public policy priority is to engage in parallel efforts to enhance banking credit and to avoid 

disproportionate measures that may undermine the capacity of banks to serve profitable SMEs. 

Accordingly, one major priority is promoting the development of a secondary market for bank loans across 

EU jurisdictions, in particular non-performing loans, in order to spur banks’ capacity to lend. Moreover, of 

course, completing a fully fledged Banking Union remains a top priority for the EU, of course in particular 

for the euro area.  

2.2 Serving the needs of supply-side agents focusing in particular on risk capital and long term 

finance 

A key feature of CMU is of course that of properly regulating, supervising and providing the right 

incentives across the EU to all supply-side lenders and intermediaries, who as evident in theory and in 

practice are a very differentiated and ample category. 

In this area of intervention, also considering previous work already done in the EU, financial policy 

should be mainly geared towards the ultimate objective of strengthening the availability of cost-effective 

long term finance, including risk capital for firms. 
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There are no easy ways to reconcile the customary short term liquidity preference of the average 

investor with the long term financing needs of many investment projects, in particular infrastructure. 

However, the “technology” of financial markets can bridge this gap in a way that could be further 

developed in a consistent manner at the European level, in particular through the development of strong 

institutional investors with longer term liabilities and the further development of well known financial 

mechanisms that can increase the short term liquidity of longer dated assets. 

In the category of institutional investors, a major role can and should be played by insurance 

companies and pension funds, where EU-wide convergence and work clearly lags behind that occurred in 

the banking and securities sectors.  

In the insurance sector, the introduction of the Solvency II framework was a major step forward to 

modernize and harmonize regulation and supervision of the insurance business. As part of the efforts 

within the CMU, this framework and the accompanying risk weights should be properly fine tuned in order 

to preserve and enhance the capacity of insurance companies to invest in longer term assets, such as equity 

and infrastructure. 

In the market for private pensions, the current situation is even more fragmented across the EU 

than for the insurance sector, notwithstanding the recent approval of the so-called IORP2 Directive, which 

will have to be transposed by Member States by January 2019. Savings for pensions and the corresponding 

industry are very much developed only in few Member States. In some others, like Italy, they are significant 

but have wide room for further improvement. Finally, in remaining Member States, pension funds 

represent a very embryonic industry, if at all. This picture is complemented by the very scarce significance 

of cross-border activity recorded by this industry. Therefore, policy actions should be pursued at the EU 

level to upgrade the role of pension funds and savings, while protecting their members and beneficiaries, in 

view of the key contribution they can provide to efficient and long-sighted EU capital markets. 

As for other financial tools, which can be used to enhance risk capital and long term finance, the 

role of the trading infrastructure should be given utmost attention in view of its potential to create liquid 

secondary markets for longer dated assets, such as shares and bonds that could be issued also by mid-sized 

firms and even small ones, as in the case of minibonds. Of course, regulation and supervision of stock 

exchanges and other trading venues needs to cater for many issues, including competition management 

and investor protection; however, in this realm, financial policy should not neglect the potential of the 

trading infrastructure to support long term finance also for SMEs, for example through the further 

development of SME Growth Markets envisaged in the Mifid2 framework. At this juncture, the policy 

objective of reducing fragmentation and creating EU liquidity pools through mechanisms incentivizing the 

concentration of trading negotiations may be relatively more important than other objectives, in order to 

favor the development of deep trading platforms not only for listed companies, but also - and even more 

usefully – for less liquid financial instruments. 

2.3 Further convergence in the EU of national supervisory practices and approaches 

Regulation enforcement and ongoing strong supervision is essential in the securities sector in order 

to correct market failures and adequately protect investors, in particular retail clients. Much progress has 

been made in the EU since the establishment of ESMA in order to fully develop the Single Rulebook in 

securities regulation and in order to enhance cooperation and uniformity in the way National Competent 

Authorities apply the single rulebook in their respective jurisdictions. 
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However, such progress needs to be stepped up and accelerated if the EU is committed to create a 

genuine Capital Markets Union. Regulation enforcement and supervisory practices are key determinants of 

market behavior and outcome on the field. In the absence of sufficient convergence across national 

competent authorities’ approaches, the level playing field that is at the heart of any well functioning Single 

Market cannot be guaranteed. CMU predicates that EU borrowers and lenders need to enjoy the freedom 

to correctly operate within and across borders; if such freedom is to be guaranteed in a level playing field, 

securities supervision should be further harmonized, one model being the arrangements set up in the EU 

banking sector. In this perspective, Section 4.3 discusses this issue, including the vision set forth in the Five 

Presidents’ Report of a single EU securities supervisor. 

However, the level playing field motive is not the only one underlying the political priority to 

promote further convergence in securities supervision across the EU. One other major reason to advocate 

convergence in this area towards the highest standards is the need to preserve confidence amongst 

investors, in particular retail clients, and the need to properly design supervisory accountability. 

In various national institutional architectures, also thanks to EU regulations, there exist different 

safeguards for investors and retail clients in order to protect them from possible misbehaviors by 

investment firms, conflicts of interests and the like. In a European single market for capital and financial 

services a very prudent approach in rules enforcement and supervision should be adopted at the EU level in 

order to protect EU investors in a uniform and high standard manner. 

As far as accountability is concerned, Member States and national constituencies need to be 

reassured that in the Capital Markets Union the average investor or retail client, who lends or borrows 

funds in another member state, enjoys a sufficiently high level of protection and, if misgivings occur, these 

are addressed by the relevant national competent authorities, which are accountable to their own national 

Parliament, in a way that is satisfactory from the point of view of the home authorities, where the investors 

resides. 

2.4 Mitigating deeply rooted national divergences in politically sensitive areas 

Capital markets can operate effectively and efficiently only in a legal environment where property 

rights and prerogatives of creditors and debtors are regulated in a balanced way so that private agents are 

aware of the rules of the game, which must be fair and respectful of social welfare. These aspects touch 

upon areas of the legal framework (e.g. civil, securities and company law, insolvency proceedings), which 

have developed over centuries according to national traditions and preferences. 

It is neither realistic nor wise to pursue harmonization in these areas at the EU level in the time 

horizon in which the CMU is intended to be built. However, an effective and genuine CMU needs to address 

a few major divergences that exist in such legal areas and from achieving some acceptable form of 

convergence in the basic legal frameworks of individual member states. 

As far as capital markets are concerned, for example, the Giovannini Reports released at the 

beginning of the last decade already highlighted a number of barriers in these areas that hinder the well 

functioning of securities trading and clearing. At the current date, a satisfactory solution has not yet been 

found. 

In addition, while good progress has been made over time in approaching national corporate 

governance frameworks, the state of the art is much more scattered in insolvency proceedings. The 28 
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national frameworks in insolvency law are still very different so that cross-border investors have to deal 

with such fragmentation and tend to retrench from cross border investment since it is simply too complex 

to know or manage the national legal procedures that have to be followed in case of default or financial 

difficulties. Therefore, fragmentation induces cross-border investors to concentrate activity in few selected 

member states, where they can deal best with insolvency laws and can even trigger a race to the bottom 

where national insolvency frameworks are adapted in a way to attract cross border investment. For this 

reason, as elaborated in section 3.6, the initiative recently undertaken by the Commission to promote legal 

convergence in national insolvency frameworks is appropriate and welcome. 

The issue of taxation is also very relevant in building a genuine CMU and merits some 

considerations. Since fiscal national sovereignty is undisputed in the EU for good reasons, any European 

initiative in this area requires unanimity of Member States. This entails that a very smart and careful 

approach must be adopted as regards fiscal affairs. Pragmatically, there are selected areas, where a 

common European approach can be devised to reconcile national fiscal sovereignty with the need to avoid 

fiscal distortions in the choices of private agents participating in EU capital markets. One typical example is 

the way cross border investors can recoup the with-holding tax levied in the member states where they 

invest in order to avoid double taxation of earnings in their home jurisdictions. The current framework does 

preserve in principle national fiscal sovereignty minimizing the impact on cross border investors; however, 

in practice, fiscal administrative procedures at national level are excessively burdensome and fragmented. 

While recalling the need to adequately prevent tax abuse by guaranteeing the effectiveness of tax 

assessments, this state of affairs requires the commitment of all member states to streamline, standardize, 

simplify and expedite administrative procedures. 

The fiscal hurdle is also relevant as part of the efforts to promote convergence and cross-border 

activity in the second and third pillar of private pension provision. In this case, also, Italy believes that  

smart ways to address this issue could be explored and a preliminary analysis points to the fact that the 

role of fiscal barriers in this field is not as significant as it may appear at first sight. 

3. Can things be done differently with regard to the individual measures contained in the 2015 

Action Plan? 

In line with its determination, reaffirmed in this document, in promoting the build-up of a Capital 

Markets Union, Italy has actively participated in all work streams that have been set up following the 2015 

Action Plan and has adopted therein a constructive approach to move forward expeditiously in order to 

find balanced but ambitious outcomes. 

This section offers the opportunity to make some selected remarks, at times reiterating a position 

that has been already expressed in the various negotiating tables and at times providing broader comments 

and indications to steer future work in a slightly different manner than the one that appears likely at this 

moment. 

For illustrative purposes only, the considerations below follow the structure of the Commission 

consultation paper on the CMU Mid-Term Review issued on 20 January 2017. This is without prejudice to 

the fact that certain considerations that follow have higher priority than others, as also evident from the 

remainder of this position paper. 
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3.1 Measures pursued under the heading “Financing for innovations, start-ups  and non-listed 

companies 

In this area, first of all, efforts made towards enhancing the availability of SME-related information 

are insufficient and they should be stepped up in line with arguments and indications set forth in Section 

4.1 as a transversal tool to underpin all financial market segments serving SMEs that are being 

strengthened (venture capital, private placements, crowd-funding, etc.). 

As regards these various segments of private markets, the following can be observed: 

 The EU venture capital market is insufficiently developed and has even contracted as of late 

so that further initiatives are needed in order to reduce existing fragmentation and revisit 

the effectiveness and complementarity of public venture capital funds and of national tax 

incentives. In this vein, the Commission should promote a study to understand the reasons 

for the significantly poorer performances of venture capital markets in the EU over the 

recent years and build further on the initiatives already wisely taken. One of the main 

policy initiatives undertaken is the one jointly carried forward by DG-TAXUD and DG-FISMA 

to study tax incentives for venture capital and business angels, which aims to identify and 

evaluate the effectiveness of such incentives with a view to adopt, at least, guidelines by 

the Commission for industrial policy interventions available to policy makers in promoting 

investment in SMEs and start-ups.  Further work should be evidence-based and lead to 

other EU initiatives (e.g. a more precise definition of State Aid in this field would reduce tax 

uncertainty for investors). 

 The development of a EU Private Placement market remains a useful objective to pursue. 

The approach of relying on the financial industry to promote the harmonization of practices 

and documentation across member states can be shared, even though such ongoing 

market initiatives should be incentivized and accelerated by the official sector. 

 Although small in size, crowd-funding has the potential to grow and poses challenges in 

terms of level playing field and investor protection. A EU legislative initiative should 

intervene as appropriate to regulate this activity in order to reduce fragmentation and 

ensure investor protection so that the resulting reliable and well-defined legal environment 

could support the expansion of crowd-funding. Such a sound legal framework could foster 

investments in equity, as well as in minibonds and commercial papers. 

3.2 Measures pursued under the heading “Making it easier for companies to enter and raise 

capital on public markets” 

In this area, the key priority (also from a broader perspective) is the swift and sound 

implementation of the newly revised Prospectus Regulation. Along with the upcoming MIFID2 provisions on 

SME growth markets, this requires the EU Commission (through the issuance of level 2 acts) and the 

supervisory authorities (through the enforcement of primary law) to strike the right balance between two 

possibly competing objectives, which need to be reconciled with each other: (i) on the one hand, reducing 

the administrative burden incurred by issuers, (ii) on the other hand, providing the necessary information 

as a way to protect investors. Such balance hinges on the concept that information to be provided should 

not overload investors, who need primarily information that is effectively material and relevant. A correct 
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implementation of level 1 measures has the potential to open and expand financing opportunities to SMEs 

under this channel. 

Addressing the existing tax distortions that favor debt issuance over equity is another key priority 

since it would be instrumental in reducing fragmentation while at the same time providing incentives to 

firms to strengthen their capital structure. In this regard, Italy introduced the so called Allowance for 

Corporate Equity (ACE) back in 2011 and a successive attempt to strengthen this measure in 2014 (Super-

ACE) never entered into force and was recently repealed by the Italian legislator in view of the opinion by 

the European Commission that was not compliant with State Aid rules. Against this background, a EU-wide 

approach is needed and indeed the Commission recently adopted a proposal for a Common Consolidated 

Corporate Tax Base (CCCTB), on which the Council should reach a General Approach expeditiously. 

A further example of the Italian government to facilitate access of companies in the capital market 

is represented by the 2017 budget law, providing a tax scheme for the introduction of the exemption from 

tax, capital gains and for different financial income received by individuals from outside the enterprise, 

when they are investing in long-term investment plans. The sums destinated to such a plan must be 

invested for at least 70 percent of the total amount, in the securities of listed companies; and at least 30 

percent of this share at 70 percent, in other financial instruments, including unlisted companies. The 

measure is aimed at channeling the savings of households into stable and lasting productive investments 

and, on the other, to bring together part of the liquidity, even in unlisted companies that have the 

characteristics of SMEs that otherwise would not have the opportunity to benefit from such an influx of 

capital. 

3.3 Measures pursued under the heading “Investing for long term, infrastructure and sustainable 

development” 

Under this heading, as discussed in section 2.2, it should be underscored the importance of 

adopting policy measures to enhance the capacity of institutional investors to exploit their long term 

business model by investing in long term assets, such as equity and infrastructure. Therefore, following the 

recent entering into force of the Solvency II framework, the Commission should revisit it focusing only on 

policy priorities on the CMU agenda and on other possible pressing issues needing revision in an evident 

manner, without addressing other sensitive issues where a satisfactory equilibrium was found in the 

original package.  

The major issue in this regard is the review of capital charges associated with certain long term 

investments in order to promote the latter. Such policy decisions will have to be framed consistently in the 

overall framework to ensure that capital charges remain commensurate to risks borne by insurance 

companies. In this last regard, due consideration should be given to the fact that risk for a long term 

investor, such an insurance company, can and should be dealt differently than for other intermediaries, 

such as banks funding themselves primarily through sight or short term deposits. In this perspective, for 

example, it should be considered that the volatility of equity assets can be smoothed and managed over 

time by insurers. The same applies to investment in infrastructure, in relation to which possible policy 

intervention on the demand-side should be explored at the EU level in parallel to policy efforts aimed at 

strengthening also the supply-side, possibly in the context of the implementation of the Juncker Plan. The 

need for further action is grounded on the observation that measures already put in place to support 

investment in infrastructures have not had, thus far, a material impact on insurance companies’ investment 

policy.  
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3.4 Measures pursued under the heading “Fostering retail investment and innovation” 

The emphasis on policy measures aimed at mobilizing retail savings in a EU-wide perspective is 

important because EU projects, including the CMU, should reach and benefit ordinary citizens also in order 

to enhance their ownership of EU initiatives. Of course, this also entails a special care by financial policy 

makers in order to ensure the utmost protection of retail clients, exposed to only partly harmonized 

national safeguards, redress and accountability mechanisms when operating cross border.  

The need to effectively preserve high levels of investor protection across the EU has already been 

highlighted elsewhere in this paper (see section 2.3). In order to effectively pursue this high level objective 

in practice, easily accessible complaint and redress systems working on a cross-border basis are critical 

tools. One starting point is raising awareness amongst consumers and businesses on already existing 

Alternative Dispute Resolution mechanisms, such as FIN-NET; the latter should be further strengthened, for 

example by making its membership compulsory. An additional focus on the way transaction costs are 

disclosed and held at proportionate levels for retail customers is welcome at the EU level. Also, the 

opportunities and risks associated with Fintech is another relevant topic in this regard, which is discussed in 

section 4.2.  

Against the background of this approach towards retail clients in a cross-border perspective, two 

major upcoming initiatives should be brought effectively forward: (i) the forthcoming Commission Action 

Plan on retail financial services, (ii) the outcome of the Commission assessment of the case for a policy 

framework to establish a Pan-European Pension Product (PEPP). 

With regard to the former, the Commission Action Plan is being released in these days and will have 

to be thoroughly assessed. With regard to PEPP, the Commission efforts in this field are justified by the 

scattered regulatory, supervisory and fiscal approach as well as a diverse market development across 

member states. Following the recent adoption of the IORP2 Directive, which should be implemented with a 

view to foster occupational pensions, the next priority is a legislative initiative by the Commission for the 

third pillar aimed at creating harmonized EU personal pension products complementing existing national 

frameworks. Such an initiative would have to promote healthy competition amongst different personal 

pension products, without giving rise in any way to regulatory and limiting the possibility of fiscal arbitrage. 

An EU-wide framework would have the merit of fostering economies of scale and bringing down 

transaction costs, also through the just mentioned enhancement to competition, without compromising on 

the need to preserve investor protection.  

Finally, it should be noted that financial education is a key element to put in place in order to 

underpin retail clients’ confidence and capacity. Several initiatives are unfolding in order to strengthen this 

policy priority at national and EU level and deserve to be better coordinated and mutually reinforced. While 

probably requiring a dedicated stream also in view of the fact financial education goes beyond capital 

markets, the CMU agenda could be wisely adapted to foster this avenue. 

3.5 Measures pursued under the heading “Strengthening banking capacity to support the wider 

economy” 

As asserted in section 2.1, strengthening banking capacity to support the wider economy is a top 

policy priority to be pursued primarily through the expeditious and correct completion of Banking Union. 

Under the project of CMU, some further selected measures can also support this objective.  
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The first such measure is swiftly concluding and implementing the package for Simple, Transparent 

and Standardized Securitizations. The 2015 position paper by Italy stressed this as a top priority and still is, 

as more broadly sustained also by other member states and the Council as a whole. Such a measure was 

deemed essential in order to revive on a sound basis the securitizations market, which is instrumental in 

promoting a secondary market for bank loans in a way that allows banks to enhance their capacity to 

provide credit to the real economy and other institutional investors to diversify and gain exposure towards 

such assets. Against this background, the slow pace of progress made in pursuing the worth policy objective 

of reviving securitizations markets on a sound basis is very disappointing.  

On another matter, the objective stated in the Commission consultation document “to create a 

secondary market for NPLs in ways that facilitate the transfer of NPLs without compromising the 

contractual protections for the debtor” is absolutely key because at the moment such secondary market is 

very narrow and inefficient so that the prices that it expresses are not wholly reliable. However, while 

concurring on the importance of the objective stated by the Commission, Italy believes that this stream of 

work should be dealt with in a more systematic way under its own dedicated path, even though of course a 

number of measures pursued under the CMU will have to be coordinated and implemented in an 

appropriate fashion (the main one being that on insolvency regimes).   

Last, on a possible harmonization of the legal framework applying to covered bonds, such a 

measure, if properly designed, would be useful in supporting European banks to enhance the liquidity of 

certain assets they hold as well as their cost-effective issuance and negotiability on a EU-wide basis. 

3.6 Measures pursued under the heading “Facilitating cross border investment” 

Several measures cited by the Commission under this heading have been commented elsewhere in 

this position paper (see in particular section 2.4 and section 4.3). The reader is therefore invited to refer to 

that language. Suffice here to stress again the need to make ambitious advances in this area in order to 

achieve a fully-fledged CMU. 

For example,  it is important to follow up on the work being made by the Commission and an expert 

group of Member States’ representatives in order to identify and address remaining barriers to cross-

border capital flows. These usually stem from different national approaches, which are due, in certain 

cases, to a non-completely harmonized EU legal framework. In this respect, the Commission should 

consider, where appropriate, possible legislative initiatives to enhance the level of harmonization in certain 

areas as, for example, in consumer protection and in retail financial services. 

Some further considerations can usefully be made with reference to one specific file under this 

heading of the CMU Agenda, i.e. insolvency regimes. The importance of this policy area emerges clearly 

from the following statement that can be found in the impact assessment evaluation: “Insolvency rules in 

their widest sense cover a wide range of measures from early intervention before a company gets into 

serious difficulties, timely restructuring to ensure that viable business parts are preserved, giving a second 

chance to honest entrepreneurs and liquidation proceedings. A well-functioning insolvency framework 

covering all these measures is an essential element of a good business environment and it is a key condition 

for sustainable growth and jobs creation. A reliable and predictable insolvency framework maximizes the 

efficiency, predictability and effectiveness of insolvency proceedings, which ultimately results in an effective 

credit system and a favorable investment climate. Insolvency frameworks providing for transparent, 

predictable and cost-effective mechanisms for resolution of over-indebtedness should make it possible to 

save viable businesses in difficulties or make it easier to liquidate a company and its assets if the company 
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does not have any prospect of survival. Efficient insolvency rules, thus, help increase the recovery rate of 

debts and avoid the build-up of non-performing loans in the financial system At the same time, allowing 

honest entrepreneurs to benefit from a second chance after overcoming bankruptcy is crucial for ensuring a 

dynamic business environment and promoting innovation.”  

In this perspective, the Commission recently adopted a legislative initiative on insolvency 

proceedings in order to coherently pursue the above objectives in a consistent way across the EU. If 

anything, such a positive step could have been even more ambitious in tackling the shortcoming arising 

from the lack of harmonization at EU level in creditors’ hierarchy. In addition, in order to address the 

barriers identified by the aforementioned Giovannini Reports, further convergence and consistency of 

national securities laws should complement work on insolvency regimes. 

4. The Mid-Term Review as an opportunity to integrate the 2015 Action Plan with further initiatives 

This last section discusses a few selected priorities against the background of the opportunity 

offered by the mid-term review to include in the CMU project further elements that may have been left out 

or insufficiently addressed at the time of the 2015 Action Plan for legitimate and justified reasons. 

A broad remark that applies to all CMU measures, including those discussed in the previous section, 

is the appropriateness of the approach emerging from the European Commission consultation document, 

according to which the outcome of the valuable exercise recently carried out under the name of “Call for 

Evidence” will be adequately embedded in the regulatory and legislative streams composing the CMU. 

The Call for Evidence was a useful and sound tool in ensuring that financial rule-making is both 

efficient and effective in pursuing its intended objective, while averting possible undesired side-effects. It is 

now the right time to take stock of lessons that can be drawn from that exercise in order to ensure that the 

principle of proportionality as well as others underlying the EU legal acquis, including subsidiarity, are 

properly implemented in EU legal acts.  

In addition, through the assessment of the results emerged from the Call for Evidence, it will also 

be wise to consider how intermediate policy objectives, some of which have been highlighted in section 1, 

contribute to the ultimate policy objective of boosting investment, growth and employment in the EU. In 

this context, one major policy endeavor is to strike the right balance in the pursuit of intermediate policy 

targets, including by taking a reasoned approach in resolving trade-offs that may exist across different 

competing objectives. 

Having said this, this section focuses on three main issues, which deserve a more structured 

approach in the CMU project: (i) strengthening the availability and the framework of business, credit and 

financial information related to SMEs, (ii) devising an appropriate regulatory and supervisory framework for 

technologically driven innovation (Fintech) as well as Green Finance, (iii) performing a thorough assessment 

of whether current institutional arrangements need to evolve in order to support and accompany the 

completion of the CMU, in particular with respect to supervision and financial stability oversight. 

4.1 enhancing SME-related information 

In line with the 2015 position paper by Italy and with the priority affirmed again in section 2.1 as 

regards SMEs, the 2015 Commission Action Plan does not sufficiently address the need to ensure that SMEs 

gain from the development of a Capital Markets Union, which they should be able to access on a cost-

effective basis. As already expressed before, some smaller SMEs will have to continue relying on bank credit 
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as a source of finance, which is yet another reason to go ahead expeditiously with the completion of 

Banking Union. However, at the same time, the design of the Capital Markets Union should be optimized to 

allow larger SMEs and fast-growing companies to have access to cost-effective market-based finance. 

The major set of measures that would be useful in this regard and that was downplayed in the 2015 

Action Plan and in its follow-up is the build up of a EU-wide framework for the gathering and dissemination 

of business, credit and financial information related to SMEs. 

To start with, the development of a European credit register, if necessary as a hub of 

interconnected national systems, is a top priority. In Italy, there exists already a well-developed official 

credit register administered by the Bank of Italy to serve the needs of the Italian banking system (Centrale 

dei Rischi). A reflection is ongoing domestically on how to adapt the existing framework to evolving market 

practices and regulation, which for example has increasingly allowed non-bank intermediaries to engage in 

lending activity (insurance companies, lending funds, alternative funds). This process should be effectively 

carried forward also at EU level to fill gaps existing locally and to ensure that national systems are 

coherently interconnected with each other. 

Existing private credit registers, which are also key in assisting lenders who provide credit to SMEs, 

cannot operate smoothly on a cross border basis and are hindered in the achievement of economies of 

scale at the European level. The major hurdle is the fragmentation in privacy legislation and the lack of a 

coherent legal and technological framework in the EU. A more proactive approach by the Commission is 

needed in order to steer and coordinate divergent national legislations. 

Beyond credit information, EU accounting regulation should follow up on the step forward taken in 

the past few years with the implementation of the Accounting Directive applying to non listed firms. Apart 

from promoting further legal convergence, one possible option to consider is the build-up of a common 

accounting framework which non listed larger firms could adopt on an optional and EU-wide basis instead 

of the national framework, which would remain fully in place for the unlisted issuers that so wish.  In 

assessing this option, the simplification of accounting principles should be proportionate to firms’ size and 

complexity and, in this regard, a preliminary analysis highlights that the IASB’s approach with its IFRS for 

SMEs is not optimal and conducive to the European public good. In addition, comparability issues should be 

carefully kept in mind both at national and European level to ensure coherence across the three sets of 

accounting standards that would emerge: IFRS, such optional EU-wide accounting framework for unlisted 

firms and national laws transposing the accounting directive. With the aim to balance transparency and 

comparability, as well as duly taking into account compliance costs, the case in favor of a potential 

enhanced accounting framework for unlisted SMEs that is fully compatible with that designed by the 

accounting directive should be thoroughly assessed.   

4.2 Fintech and Green Finance 

Fintech and Green Finance are two clear trends that are increasingly emerging and need to be 

continuously assessed and managed by regulators in order to promote and govern them also having regard 

to other public priorities, such as the commitment to reduce green-house emissions in accordance with the 

recent Paris agreement.  

With respect to Fintech, which actually is a composite phenomenon that needs a comprehensive 

approach, EU regulation is already fit for purpose to the extent that it embeds the principle “same risk, 

same activity, same rule”. This principle, however, may need to be further strengthened. In any case, the 



21 
 

creativity and the potential of new technologies certainly require a more structured and coordinated 

approach within the EU in line with international work being coordinated by the Financial Stability Board. 

National initiatives run the risk of being ineffective, or even worse counterproductive, in view of the 

capacity of Fintech activities to shift dynamically from one jurisdiction to the other.  

Some Fintech activities disintermediate the traditional financial intermediaries, usually regulated at 

the EU level, so that – again – a common European approach and strategy needs to be developed. This 

includes dealing with heavy and powerful technological platforms, that have required sizeable sunk costs 

and may soon become obsolete depending on technological developments. 

Some other Fintech activities pose challenges in terms of anti-money laundering and anti-terrorism 

financing as well as in terms of investor protection with particular regard to retail clients. The lack of a 

uniform approach at the EU level would be exposed to dramatic failures and inconsistencies, also 

considering the capacity of technology to grant access to individuals to Fintech products on a cross-border 

basis. 

As regards Green Finance, there are considerable opportunities that can be grasped by adapting 

financial regulation to foster the development of financial products that can provide finance to 

environmental-friendly investments and that can serve the preferences of environmental-sensitive retail 

and institutional investors. Work in this area should capitalize efforts by the private sector (e.g. the FSB 

Task Force on Climate Related Disclosures) and by private stock exchanges. One major contribution could 

be contributing to a shared definition of the criteria needed to qualify as “Green” a certain financial 

instrument. The desirability of a shared EU-wide approach to Green Finance is evident and could be 

elaborated within the CMU project. 

4.3 Supervisory and financial stability arrangements 

The 2015 Action Plan hardly included any reference to the possible implications that a Capital 

Markets Union could have had in the design of institutional arrangements for securities supervision and 

financial stability oversight in the EU. This was due in part to the fierce political unpreparedness of one 

Member State to even only discuss such an issue and in part to the fact that current arrangements are not 

blatantly ineffective in the context of further integrating European capital markets. 

However, as already claimed in the 2015 position paper by Italy and reiterated in section 2.3, this 

issue is a very relevant one that needs to be assessed and investigated in view of its important role both in 

driving further integration in EU capital markets and in countering possible weaknesses that may arise if 

integration proceeds in a disorderly manner. Hence, the Mid-Term Review should give the Commission the 

opportunity to establish a process within CMU, in which co-legislators are presented in due course with 

articulated analysis and consequent possible policy options. 

A possible revision in the EU institutional arrangements for securities supervision and financial 

stability oversight should be explored also in the spirit of a proactive attitude towards building CMU rather 

than in a reactive fashion vis-à-vis crisis situations that will arise if such institutional arrangements do not 

evolve in line with market trends. 

To be fair, as regards EU financial stability arrangements, the current system is already evolving and 

very solid to the extent that the ECB also through the ESRB plays a prominent role in overseeing financial 

stability with adequate mechanisms to interact with all other national and European institutional 
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stakeholders. In this area, therefore, the need to adapt the current system may be relatively limited also 

considering that the ECB and the ESRB are already exploring the possible financial stability implications of 

an increasing role for market-based finance. However, one should not neglect that preserving financial 

stability in the EU is a top priority where the utmost precaution should be used in maintaining effective 

institutional arrangements, primarily in view of the effects we are still suffering from the global financial 

crisis. 

On the other hand, the case for an evolving institutional design as regards supervision is more 

clear-cut. Actually, there is hardly any question that in the long run a genuine CMU will need to be 

underpinned by upgraded centralization of supervisory competences. The vision of the five Presidents who 

stated that ultimately there should be an evolution towards a single European capital markets supervisor is 

absolutely correct and to be shared with a view to enhancing both financial stability and investor 

protection. Of course, the issue related to how and when the EU should redesign the way competences in 

securities supervision are allocated and performed is rather more challenging and prone to disagreements. 

The arguments set forth in section 2.3 suggest that policy action in this regard may be needed 

sooner rather than later. Having said this, of course, there will be a need to discuss the optimal shape that 

revised arrangements should take, also considering the existing institutional landscape. In this context, the 

first obvious reference model to look at would be that of the ECB for monetary policy and that of the SSM 

for banking supervision, where of course the role of national central banks and of national competent 

authorities is appreciated and maintained in a smart way. However, there may be other ways in which the 

central role of the hub of national securities supervisors, namely ESMA, could be upgraded, as appropriate. 

In any case, one key priority to keep firm would be that reconciling the trend towards more centralized 

supervision with the need to preserve and enhance the contribution to be given by national authorities, 

which can better interact with local players and markets. One challenge in this regard will be to design 

proper financing and accountability arrangements of national and EU authorities so that, for example, 

market agents would not be subject to the levy of double monetary contributions, which are needed to 

finance supervisory activity in the absence of monetary income as in central banking.  

5. Concluding remarks 

Having elaborated comprehensively on a number of issues and priorities, this position paper 

presented a clear vision regarding the construction of a Capital Markets Union in the EU. Such a vision is 

founded on three solid underlying approaches: 

1. A constructive European approach is needed to steer progress further in achieving the shared 

objectives contained in article 3 of the TEU. The CMU would complement efforts made at the 

political and economic level, by delivering a well-functioning and regulated EU financial market 

as a key underpinning to the Single Market; 

2. Market forces both in the demand and in the supply side should interact freely and in a 

balanced way within a coherent regulatory framework in order to achieve market outcomes 

and equilibria that are consistent with public policy objectives; 

3. Coordinated public intervention at the EU level is needed to address effectively several market 

failures that are well known in the context of capital markets (e.g. information asymmetries, 

misaligned incentives undermining investor protection, optimal supervision and oversight of 

market behaviors and financial stability). 
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The high-profile principles and priorities that are articulated in this position paper, alongside with 

more concrete observations and indications, will be operationalized and translated more concretely by 

Italian authorities in the processes ahead to implement both the individual planned measures and the 

overall CMU project as a whole. 


