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European financial framework faces a number of challenges
related to diversified financial services, including banking,
insurance, capital markets, sustainable and digital finance,
including also legislation in all those fields. There seems to be
no doubt that at European level one sees political attention,
political will and energy but it is not clear whether it can
produce a political momentum for action as on many specific
issues there are also strong vested interests.

Over decades Union’s financial framework has grown
significantly, in scope and sophistication, delivering enhanced
stability, some alignment with global standards, but also its
changes led to growing legal complexity and fragmented
implementation. Today this framework faces intensifying global
competition and growing internal divergence. Supervisory
practices remain uneven across national jurisdictions and suffer
from inconsistent interpretations. In particular, when it comes
to cross border banking, capital market and insurance. | would
risk saying that moving toward a more integrated financial
system would require more than technical adjustment. It calls
for a strategic rebalancing, including with regard to the way
rules are made and enforced. And for a long term expansion of
the system, it needs a regulatory coherence and supervisory



effectiveness as foundation. It does not seem obvious either
whether the fundamentals are right and the only challenge is
fragmentation. It is worth looking as well at the issue of
political, institutional and market related absorption capacities.

The list of largely recognised blockages is long. Among many
well known choke points it includes already mentioned vested
interests, high cost of investment across Europe, fragmentation
of corporate law across Europe, domination of a piece meal
approach combined with slow changes. There are opinions that
when it comes to capital market it would be better to build it
through a few large steps rather than many small steps. For
years Europe has counted for a decisive contribution of
securitisation to the capital market but it seems that even if it is
good for risk sharing it will not deliver on expectations in the
current regulatory framework. Bottom up small changes can be
introduced by evolving supervision and progress in
harmonisation but the fact that 300 bln euro of savings goes
annually to the US is rooted more fundamentally. Political
uncertainty related to national elections, long lasting
controversies around the completion of the Banking Union,
traditional lack of trust toward supervisory and regulatory
system continues to be on the list. Unsolved for decades public-
private risk sharing, lack of agreement on safe European asset
issue, huge institutional fragmentation of the post trading
infrastructures, hardly any interoperability between 28 CSDs,
while far too many sites mean costs - can be added and the list
would be still far from completion.



A big question is whether Europe has time to move forward
through a two stage reform strategy - in the short-term
streamlining the existing rulebook and in the medium-longterm
moving toward a fully fledged governance reform. There are
ideas of moving toward some kind of enhanced cooperation or
coalitions of the willing in case there is no will to move together
fast forward. In this case the argument of fragmentation is used
by those against a selective approach.

The purpose is to mobilise the 33 billion euro in household
saving for investment leveraging the private savings to finance
EU strategic needs. One can assume that Savings and
Investment Union will not be a panaceum for all the structural
weaknesses of European economy. | would say that even a
perfect European capital market alone will not generate
solutions to all European structural deficiencies linked to
competitiveness and strategic autonomy.

Europe must take into account that increasing competition
globally is partially associated with the emergence of new
markets, among them India, with the ambition of becoming
dominant. In this context, European capital market should be
also about attracting international capital, not only moving
intraEU capital toward the place where investment is needed.
Sometimes internal discussions demonstrate preference for
one sided approach where member states do not recognise
benefits from both exporting and importing savings. It is also
hard to see the sense of urgency when it comes to European
capital market. While it is hard not to admit that we are 20
years late with capital market, it is obvious that Europe is



confronted with massive investment financing needs so we can
no longer push away actions toward the deepening of capital
markets. Neither public budgets, nor banks balance sheets are
able to meet these investment needs. | would also underline
that the urgency of action away from fragmented capital
market can no longer be disputed. | already mentioned the
variety of instruments within European financial system, so
additional challenge is to pay attention to coherence of all
proposal to avoid at the end again a piece meal approach.
There is a variety of ideas in many reports on European capital
market published over the last 5 years, by think tanks, as well
as many financial institutions and market players. The debate
on various aspects of financial market continues.

It would be relevant to identify Europe’s preferred options as
next steps on the path toward deeper and more integrated
capital market in the EU, operating as a coherent one market
system. The focus should be on how the EU can simplify its
financial rule making reducing regulatory layering and
strengthen, reduce fragmentation and make effective
supervisory structures. The challenge is to translate the already
existing new capital market agenda into a pragmatic reform of
EU financial markets that would deliver more finance.

For the last 15 years European financial markets have
experienced huge regulatory activity, while their
competitiveness has been in a relative decline compared to
international competitors. Citi floated away, some sources clam
that sustainable finance took momentum away. Then a



discussion began and we look at European finance through the
perspective of investment financing. We see funding gap and
no stable political will so far to make crucial steps toward
European solutions. Efforts to filling part of the gaps with public
money can be seen, but private risk sharing is becoming
fundamental. The ongoing debates tend to rejection of
mutualization of debt. Risks are seen in European solutions,
leading in particular in central and east European states to
favour local markets, fragmentation, race to the bottom and
legislative arbitrage. There is hardly any support for reducing
the fragmentation of infrastructure, and preferences for
scattered across Europe clearing houses, CSDs, stock
exchanges, visible national presence of companies rather than
at European level. National egoisms are hard to justify in terms
of needs and challenges. Commissioner Jonathan Hill’s first
step toward CMU increased our awareness that we will not
make Europe competitive, innovative, productive, economically
powerful, without a robust, liquid CMU. We are the biggest
savers globally and still unable to channel the savings to where
the investment is needed. And | am not talking about making
European capital market attractive to European investors only
but also to global investors.

There is a dominating view in developed market economies
that 20% of investment capital can come from different public
coffers but 80% must come from a variety of market players.
That would imply a huge shift in private-public risk sharing
across the EU. This is one of those decades lasting debates in
the EU. Also, it is hard to miss the fact that today we are



moving toward a European capital market that would cope
effectively with a very different reality around. It is not any
more about adding new elements to an existing model. The
world has been moving for a while now toward a more
unpredictable geopolitical version with a powerful restructuring
on the basis of transformative technologies and Europe has
begun the process of reinventing itself strategically. A
European capital market is needed that would fit global
financial market but also an ecosystem that would be an
efficient facilitator and enabler, facing successfully new global
competition and responding to all the challenges of European
financing. Fast decisions are needed, truly strategic and taking
into account what can be found when looking with courage
beyond the horizon.

We see that size and scale of market players matter. We need
to modify the competition policy so that it can facilitate scaling.
There are few European companies that can compete on global
markets against those American and Chinese behemoths that
had scaled thanks to the generous state aid or deregulated
markets. We need the new layer of corporate law to replace
harmonization. Still a hard look at the EU Inc. matters to
understand how to make it work for financial market, facilitate
it or even push us forward faster. There is a need to unleash
various major drivers for financial integration.

My experience is that there are discrepancies between political
verbal support, political agreement and at the end political will
and energy. We know only too well that national egoisms do
not allow to move forward on many issues fundamental for



advancing capital market. That is why the 28th regime with its
first regulation EU Inc. instead of harmonising business code
across Europe, which is politically impossible, is so badly
needed. It would allow member states to retain what they have
as corporate code, at the same time inviting the companies
voluntarily to join the 28th uniform legislation for corporations
covering a large scope of business law allowing innovative
companies to operate across Europe under a single EU law. This
is a kind of enhanced cooperation. In reality EU Inc. is a litmus
test for member states to....

Sometimes | have the impression that we go back to
nationalism in a moment when we need to go the opposite
direction.

Nasty geopolitical environment will stay for the next 30-40
years, we need to go to a strategic approach of collective
efforts and not aim at the reality of 27, soon to be 34, small
countries in a very hostile environment. There are cross border
barriers, national discretions, rules differ, access to financing is
unequal, fragmentation has negative impact on cost, fees,
liquidity, competitiveness. There are things to be done at
national level, and there are those that must be left to
European level.

Actually from time to time we should realise that in financial
sector in the US the state legislation coexist with the federal,
for example on licensing. Unfortunately, the Letta proposal to
create a European level of state aid, e.g. making European tax
credits available, has been rejected by member states as an
option. This option would be then a preferred one.



It is amazing that in particular in the Central and Eastern Europe
some member states would not prioritise actions to boost
availability of private financing through reducing fragmentation
because they see the latter as a challenge to local markets,
hindering competition, even if there was a risk that the
competition will actually mean opening toward race to the
bottom.

In reality, due to national egoisms, what will happen at the end
of the day might not be a game changer. It’s probably worth
mentioning that if we finally succeed and have a better risk
transfer system through securitisation, it can give us a capital
market in a rather remote future. Also, for decades we have
cultivated this belief that pensions, mostly occupational, would
massively increase the size of the capital market. Its usefulness
today is limited by the fact that it would be a slow process, any
move forward would require lots of consultations with many
stakeholders. Still the American solution is being brought from
time to time to the attention of European lawmakers but it is
hard not to be aware that in Europe there are probably three
countries to which this game changer could be applied. The
idea of scaling investment funds would not make sense without
cross border investment or without venture capital IPOs.

There are many uncertainties related to unclear attitudes
within the Council toward third country capital in Europe. | also
have the impression that from time to time on basic issues
related with capital market there is a sort of disconnect



between Eurogroup statements and other levels of Council. |
can actually imagine that we could agree on the definition of
the capital market as a big pool of money that anybody can
have access to, and that Europe needs mid and long term
financing, and then maybe we could even agree that there is a
long list of things to do to achieve a functioning capital market
in Europe. European companies need access to finance, and
then maybe we could even agree that we need an agreement
on how to make financing available to companies of all sizes, at
all stages of development, covering all their needs. Then, when
you make this long list of issues to face, including objectives,
costs, access, participants, sources, scaling, how to achieve
massive private investment, fragmentation, pensions,
securitisation, retail investment, infrastructures, supervision,
and European safe assets. The chances to see a potential and a
rather quick agreement in the council would rather be limited.
On safe assets, probably most of us agree America built its
capital market on American securities.

In Europe the debate has been lasting for more than 20 years
and it continues. In recent reports, there were some proposals,
especially by Noyer who suggested a platform providing public
guarantees and Letta who talked about pooling together
savings and investment products, that volume wise would not
be a real safe asset. So European safe assets continue to remain
between difficult and impossible, even if they are needed for
obvious reason for the European benchmarks. The RRF could
have become a good beginning, now defence instruments
create another chance,



What is important for capital market is the trust issue,
especially between European regulators, supervisors and the
member states. The lack of trust has impact on the way we
legislate, in particular it is behind the detailed level one and the
mushrooming level 2 and 3 acts. It has also impact on financial
framework simplification which is becoming less impressive
than in case of other sectors. It might raise more uncertainties
in case of moving toward more principled base legislation and
mutual recognition.

An optimistic signal comes from the fact that the example of
capital market Swedish model built for decades, embracing
players from households to the biggest institutions proves
there are no blocking mechanisms in the European law that
could play a prohibitive role not allowing to build a successful
capital market or develop products marketable across Europe.
We see as well the evidence that without a European
legislation, on the basis of Commission recommendation,
member states can develop individual investment accounts.

Regarding supervision in the capital market, the only clear
principle | would expect not to be questioned is that rules and
level of safety should be the same. | am also personally
convinced that you cannot build European capital market with
27 independent National Competent Authorities. Capital
market means very diversified sources of funding, very
diversified pool of participants, mid and long term financing,
access to alternative financing with costs, simple and secure

10



access to market, companies able to list wherever they want, at
every stage of their development, as well as access to wide
range of funding. It would allow for financial mobility across the
single market and beyond, require education for households,
offer chances for everybody to participate open the option of
shifting savings from banks to capital market. When companies
cannot invest due to lack of access to financing, foreign
companies come and buy European innovation.

Those who want financial stability, they appreciate a change in
the system, including in the way Europe legislates, a balance
between legal certainty and flexibility and avoiding aiming at
competitiveness at the expense of stability.

In this context there has been an ongoing discussion on the
option of adding to the ESMA mandate a secondary objective of
competitiveness and growth following the experience of the
Prudential Regulation Authority (PRA) and Financial Conduct
Authority (FCA) in the UK which care about stability, resilience
and competitiveness.

We have entered an initial stage of a politically sensitive
discussion regarding the consequences of lack of agreement on
moving forward on integrating European capital market. An
alternative option of using the mechanism of enhanced
integration is being consider if there is no agreement among all
member states to move forward. Opening this option might
boost a political momentum.

The size of the EU equity market stands at 66%of GDP, in the
US it amounts to 157%, while at the same time everything
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beyond equity is in US greater and more liquid. Also, in the EU
the potential consolidation of the post trading landscape,
where we have 28 CSDs where 90% of its turnover volume sits
in three of them.

We have 14 clearing houses and their consolidation is rejected
by member states. The result of the last tour by the
Commission testing the apetite of member states for
consolidation 2 years ago, demonstrated a fierce opposition to
any effort of consolidation. In the absence of good proportion
between public and private risk sharing, public risk sharing will
need to absorb economic shocks in the next crisis. If we had a
fully fledged Banking Union, capital market would rebalance
private risk sharing and facilitate capital flow to the south and
east of Europe where equity is the least popular investment
financing.

There are many drivers Europe should engage to boost capital
markets but two missing elements seem to be in particular
critical. One is lack of permanent safe assets, which would
provide a common form of collateral, promoting centralized
clearing activities, help diversify banks and non

bank exposures, support international role of euro, and attract
foreign investors. Behind that there is also a lack of a standing
fiscal capacity with a borrowing function, like own resources.
The other missing driver is related to the lack of a complete
Banking Union. It restricts European banks to operating in one
or just a few national markets. Banks matter for capital
markets, they play crucial role in the functioning of major
capital markets. They have key role in asset management, bond
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underwriting, trading, initial public offerings and financial
advice. | would say that in case of the EMIR framework Europe
needed active account because of incomplete Banking Union,
lack of safe assets, European supervision and a general lack of
attractiveness for foreign capital.

The European Commission has been conducting for a while a
comprehensive evaluation of the EU banking sector
competitiveness as a part of competitiveness check of all
financial services. It has focused on rather obvious issues
including fragmentation, simplification regulatory framework,
reducing administrative burdens, scaling up the sector to better
finance the economy. The Commission has collected the
feedback and will publish in July 2026 its new Report on
banking competitiveness. It can lead to a new banking package.
There are differences in views on how to measure banking
competitiveness, and what is the current situation. There are
visibly diversified assessments of banking competitiveness
among all those involved, supervisory bodies might have
different view than banks themselves, member states and
European level institutions. There is a differentiated impact on
the sector of the existing regulation. There is a diversity of
national regimes, scope of gold plating, taxation, company law,
labor market, ring fencing, lack of cross border waivers.

While there seems to be a generally positive assessment of the
Single Supervision Mechanism track record and how much has
been achieved by the SSM, as well as between SSM and NCAs.
An open question remains a regulatory competition that affects
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competitiveness, the conclusion on the simplification needs
also seems open.

The extensive stakeholders consultation looked into more
comprehensive issues of the sector, in particular exploring the
potential of regulatory simplification, undue complexity,
balancing prudential framework and financial resilience. It will
be interesting to see in the Report an assessment of Single
Market and Banking Union, where incomplete integration
restricts banks from cross border integrating, scaling up,
channelling investment. | expect a lack of rather satisfactory
comments on global positioning of EU banks and how they
perform against international competitors.

Administrative burden reduction will most likely appear as well
in the Report.

| can imagine that there will be a challenging debate in the
Council on the outcome of the Commission wide consultations
on the competitiveness of the banking sector. It will be
important to identify a truly broad agreement among the
institutions, member states, banking associations, banks that
single market fragmentation is the biggest structural obstacle
to competitiveness of the EU banking sector. It should include
the barriers to cross border groups, restrictions within the
groups on capital and liquidity transfers,

Incomplete Banking Union, in particular regarding EDIS,
divergent supervisory and insolvency practices among MSs
allows to doubt whether in a follow up to the Report we could
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see in the Council a realistic enforceable recommendation to
promptly complete the Banking Union.

| rather hope not to see a message from stakeholders insisting
on weakening prudential rules, expect a message to reduce
unnecessary complexity while retaining resilience. | also trust
European banking sector will stay committed to enforcement of
the credible Basel framework and would not discover a trade
off between competitiveness and lower standards.

The Report will most likely admit the existence of too many
banks with national focus only, banks of insufficient scale, less
globally competitive than American banks. It would be
legitimate to recommend to the competition policy a relaxed
approach regarding cross border mergers, more integrated
supervision and removal of national ring fencing. Taking into
account the existing investment potential of European banks,
the fact that banking sector is by far the largest provider of
funding for corporates and households, the sector should focus
on building abilities to finance competitiveness related
investment- defence, energy transition, digitalisation,
innovation, SMEs, infrastructure, sounds rational. Regarding
Banking Union, first debates took place in European institutions
in mid 2012 and two years later its first pilar, Single Supervisory
Mechanism, was already up and running, while the second
pilar, Single Resolution Mechanism does not yet benefits fully
the integrated banking market, and we see problematic banks
declared failing or likely to fail and liquidated by national
authorities involving tax payers funds, and the European
Deposit Insurance Scheme, is still missing. And we are more
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than a decade down the line. A lot remains to be done to
enhance the integration and competitiveness of the EU banking
sector, including through completing and deepening the
Banking Union, as the SIU initiatives has strongly emphasised in
2025. We are still waiting for Italy to ratify the ESM, as a credit
line provided by the ESM is supposed to become a common
backstop, and hope for political discussion on EDIS to be
initiated.

In particular when geopoliticization of the global environment
brings new challenges for European financial system and its
framework.

The European Commission has embarked on the biggest ever
relaxation of rules on corporate mergers in decades, to
facilitate building global champions able to compete against
rival American and Chinese firms. Investors had long
anticipated it. Indeed, it would be also for the financial sector a
break from the past important in the new realities of
increasingly challenging global competition. Moving away from
consumer protection and price power to support companies
scaling up in global markets and giving greater weight of
innovation, investment, and resilience when deciding to sign off
on deals. Before the effect of mergers on consumers was at the
heart of the decision. The guidelines aim at the same time to
preserve effective competition, but innovation and scale are
seen as critical to compete. There are procompetitive factors
that can benefit from degree of consolidation (scale,
innovation, investment). Innovation and scale ultimately
benefit consumers.
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Not much can be heard about another unfinished business -
central fiscal capacity - that could strengthen the euro area
architecture. There used to exist the idea of a fund with annual
contributions from states in good times and transfers to states
in bad time. Also, with a borrowing capacity had a large shock
exhausted the assets. One can wonder whether

less overlapping reporting, simplification of supervision,
removing duplicating rules, better proportionality for smaller
market players and better coordination between multiple
requirements of the existing framework would be enough.

While simplification was initiated as a technical process, today
there seems to be no doubt that it is about mindset. We

should simplify ahead rather than ex post. While it is not a
consolation, it matters to take note of the fact that legislative
complexity and simplification requirement is not only EU
problem or public sector problem. After a year long experience
it is rather obvious that it is not a simple idea, not at all a
homogenous one and must not be seen as a panaceum. In the
second year of simplification, we start seeing it as the beginning
of a path toward reform of the way we legislate. The question is
whether the Council as co-legislator is ready for this. And one
should not expect that there is understanding in the Council
and the European Parliament why the EU law does not come
out simple from the legislation process. While one can still see
as disputable the statement that the EU legislates too much, it
does it in a complex way. Also, the context, both internal and
external, in which European legislation is supposed to deliver,
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changes, hence what is seen as the relation between simplicity
and competitiveness evolves. In particular, on financial matters
whether the regulation is light or intrusive depends on many
things.

Simplification in financial sector has a different character and
can be more difficult than for non financial regulations.
Proportionality matters more, and so does the size of markets
and respect for LPF. International standards are more complex,
regulation can be more intrusive, detailed, and less prone and
open to a principle based approach. Recent Lamfalussy debate
covers also financial sector, level one as a rule is very detailed,
much of relevant responsibility moves toward level 2. After 15
years of financial legislation we have thousands of rules. Still
the statements that the financial system is full of redundant
legislation seems to me a myth. If you give a hard look into the
Commission’s proposal of a regulation, you can always identify
its objective and justification in terms of costs and risks. The
question is whether it must be so complex, granular and
restrictive to growth and competitiveness. Whether restrictive
approach could be replaced with an incentivising one. And
whether level 1 legislation could move away from being a sum
of lowest common denominators.

In its efforts to improve productivity and global
competitiveness, the EU talks more about the role of scale of its
companies in the context of global competition. This sensitivity
has already led to a different approach to the competition
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policy, | mentioned above. In the era of transformative
technologies, scale is associated with technology and
innovation. In our reflection on the complexity of European
legislation we realize that today scale seems to play so
important role, that even within a complex regulatory system
due to the scale others do better. That should hopefully lead to
the appreciation of scale in the context of vested interests in
the Council.

If scale can play an important role in making Europe more
competitive, then the 28th regime and the EU Inc. appear

for member states as a litmus test for the political will and
energy to harmonise and allow the maker player to go that
way.

Will member states be open to EU Inc. in general, but also with
regard to financial market. What could be tested with more
courage is also reaching out to guidelines and
recommendations instead of legislative acts. There are already
first examples of this novelty, for example the individual
investment accounts in many member states based on
Commission’s recommendation.

The truth is that the EU has not done much to integrate its
green goals with its overall approach to finance. Sustainability
disclosure and capital market related policies are separate even
though they both operate in the same global environment. It
would make sense to use the current opportunity to connecting
better market and green finance policies.

Aligning better green transition and business models would
lead to competitiveness, innovation, growth, jobs based on
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rooting the competitiveness in green technology and industry.
It would boost global position of Europe in the area where
China is taking over sustainability related markets.

If | am reading correctly the intention of ONE Market and MISP,
capital market development is going to be sector agnostic.
There is no reason not to combine the sustainable policy
architecture and finance with capital market and get a better
interaction between the two.

The EU’s financial regulatory and supervisory framework has
delivered major stability and protection gains, but it remains
not fully operational as a coherent single market system. It is
also true that over the past two decades, the EU has built one
of the world most extensive rule book, strengthened crisis
resilience, improved investors and consumer safeguards.
Uneven national implementation has weakened the practical
force of mutual recognition. Regulatory and supervisory
complexity pushing a structural constraint on integration,
investment and market depth must be overcome.

The ongoing debate points to the multitier rule making model
which since Lamfalussy moment has expanded materially over
time as a central driver of complexity. Level 1 legislation has
become dramatically over specified. Without doubt there

is a long chain of interdependent issues from mobilising
savings, deepening capital markets, strengthening EU
competitiveness, preserving financial stability, to reducing
frictions created by excessive regulatory complexity, and
fragmented supervision. There are voices pointing not to excess
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or lack of rules but to the challenge of operating the rulebook
as a coherent single market system. Layered legislation,
duplicative reporting requirements, delayed technical
standards, uneven supervisory practices, all that hampers
investment, innovation and cross border scale. Whatever the
reforms, they must be anchored in resilience, consumer
protection and market integrity.

All the building blocks of ONE Market, if implemented, will
change the way Europe legislates, build one market with
contributions the 28th regime, energy and digital markets,
including the tech sovereignty of Europe. It is also a chance to
understand that Europe cannot wait with the decision on
capital market supervision till a perfect capital marketisin

place, companies issue stocks, people are encouraged to invest

and then at the end of this openended process there will be a
debate on supervision. We need it now to facilitate access to

funding to scale up support for venture capital, expand private

equity market, boost tech champions policy and sand box
competitiveness program for SMEs.
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