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Madam Chair (Sharon Bowles),

Members of Parliament,

Let me first thank you for involving me, and through me the Committee of 

European Securities Regulators (CESR), in your work on regulating over-

the-counter derivatives. 

The G-20 Summit in London barely touched on this issue, despite the 

critical role played by OTC derivatives in spreading the crisis. In Pittsburgh 

last September, the G-20 finally placed the priority on standardising, 

recording and clearing derivatives traded over the counter. We are 

meeting here today to honour that commitment, driven, I am convinced, by 

a shared determination to move rapidly from a statement of principles to 

their operational implementation. I therefore trust that your work, closely 

coordinated with that of the Commission and the Council, will be swift and 

consensual so that the European standards we set will inspire our 

partners tomorrow.

Mr Langen’s excellent report has clearly identified the parameters of the 

issue, as well as the areas to be addressed. The hardest part is already 

behind us. Market regulators have also been working in a CESR group, 

which I have the honour of chairing. 
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What do we want? It’s really quite simple.

- 1) If a blaze breaks out (that is, if a systemic player fails), we want fire-

doors to shut automatically. In other words, we no longer want the 

interdependence of financial institutions, which is typical of our globalised 

world, to threaten the stability of the whole system.

- 2) Since transparency encourages orderly market operation and 

integrity, we also want to see what was invisible before, namely who is 

buying what from whom, and for how much, in markets that until now were 

opaque.

How should we proceed? By following three steps, which I would almost 

make the motto of post-crisis regulation: standardise, clear, record.

First standardise. 

Because standardised products are easy to clear. This is the true benefit 

of this preliminary formatting task: it enhances the effectiveness of 

clearing. 

I am aware that not everything can be standardised. But that should not 

be an excuse not to set ambitious standardisation targets.

Then clear.

CCPs are the fire-doors. There is no need to explain their usefulness.

Instead let me stress that because they will become an essential link in 

the risk chain, additional precautions must be taken to ensure they are 

robust. Therefore CESR will propose setting stringent standards for the 

regulation of CCPs. My personal opinion is that they should be regulated 

almost like credit institutions. I also think – but this is also my own opinion 

and I am not speaking on behalf of CESR – that a CCP should be located 
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in the monetary area of the reference currency of the transactions it 

clears. It thus has access to the liquidity of the central bank under whose 

jurisdiction it falls and which is its lender of last resort. 

We should also adapt our prudential requirements with regard to banks, 

according to whether or not they clear their transactions, because there 

should be a premium for clearing. That is what the banking regulators on

the Basel Committee are proposing.

Lastly, just as not everything can be standardised, not everything can be 

cleared. In fact, this is not a desirable outcome when products are so 

exotic that they do not fit neatly into slots and CCPs cannot efficiently 

manage the associated risk.

And finally record.

As the Greek sovereign debt crisis has reminded us, it is abnormal that 

the regulator should not be aware, immediately and unconditionally, of 

transactions on derivatives markets. This is as much a matter of European 

sovereignty as of effective market supervision. CESR has conducted a 

study of the benefits of setting up trade repositories, which would give us 

a consolidated view of the commitments made by all investors on different 

products. This new tool would improve macro-prudential supervision of 

OTC derivatives markets. 

The repositories could also be used for micro-prudential supervision, by 

improving detection of market abuse. I support that approach. We could, 

of course, simply extend MiFID's provisions on regulatory reporting to 

OTC derivatives. But this mechanism is too unwieldy, given that 27 

regulators have to cross-check the data they gather. It should therefore be 

supplemented and eventually replaced by a centralised system of data 

collection, via trade repositories. Lastly, on certain conditions, the 

repository or repositories could even, if appropriate, inform all market 
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participants – not only the regulator – about the details of these 

transactions. Such post-trade transparency would be welcome. 

Regarding the location and optimal number of trade repositories, there are 

two schools of thought: one supports a single, possibly global, repository 

to provide the most comprehensive view of these trades; the other prefers 

one repository for each regulated jurisdiction, in accordance with the 

principle of sovereignty. This would guarantee automatic access to data 

formatted according to the needs of local regulators. Both views have their 

merits. The arguments of simplicity and comprehensiveness support a

single repository. That should be our ambition, on condition however that 

European regulators have guaranteed access, without any restriction 

whatsoever, to the data they need. If that condition cannot be met, we 

should set up our own trade repository for each type of asset. Note, 

however, that setting up a trade repository in a third country would imply 

accepting that all contracts traded by European financial institutions would 

have to be disclosed to a non-European body. European law would have 

to deal with that sensitive matter.

Standardise, clear, record: that’s our work programme. And let us bear in 

mind the G-20’s initial intention of moving as much OTC derivative trading 

as possible to organised platforms. It would be helpful to include that 

essential aspect of post-crisis regulation in your discussions. 

To conclude, I would like to express my personal opinion on two matters 

submitted to the Commission, Mr Langen and other MEPs, but which 

have not yet been sufficiently examined by CESR.
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First, what would the role of the EU Securities and Markets Authority 

(ESMA) be in this system? Personally, I would like it to be as far-

reaching as possible. These issues bind Europe jointly and severally in its 

relations with third partners. 

Concerning trade repositories, ESMA seems to me to be best qualified to 

license and supervise infrastructure with a pan-European or even global 

scope. 

As for the regulation of CCPs, I take a slightly different view. While it is 

legitimate for the ESMA and the European Banking Authority (EBA), in 

coordination with the European System of Central Banks (ESCB), to 

license CCPs and supervise their regulation, given their trans-national 

scope, I do not think they are able to perform daily supervision, given the 

need for swift responses and therefore proximity. Consequently, in this 

case, I would prefer a direct link with the national regulator.

As for mutual recognition with CCPs in other regulated jurisdictions, 

ESMA would seem to be the natural choice.

One last point on ESMA: CESR thinks that ESMA could run a repository 

of derivatives subject to mandatory clearing, but I would go even further. 

In my opinion, ESMA, working closely with financial industry professionals, 

starting with the CCPs themselves, should decide which derivatives ought 

to be subject to mandatory clearing.

The other question I would like to raise is which market participants 
would be subject to mandatory clearing? Having heard testimony from 

many industry professionals, I now firmly believe that no financial

institution – be it a bank, hedge fund, insurance company, or the like –



6

should be exempt from this rule, in light of our primary objective, which is 

to avoid a series of domino effects on the whole financial system if one 

institution fails. We have to admit, however, that non-financial companies, 

which are somewhat on the sidelines of the interconnected financial 

system, do not carry the same level of risk. Therefore I think it is legitimate 

to create a specific regime for non-financial companies. However, I attach 

conditions to that recommendation. It must not create a loophole enabling 

participants subject to mandatory clearing to get around it. Targeted 

exemptions could therefore be envisaged. The Commission recommends 

studying a system of thresholds. That is an interesting idea worth 

investigating. I also think it is important to plan a regular review of the use 

of waivers so that their terms can be amended if need be.

I would like to make one final point. A draft amendment to the Market 

Abuse Directive will be submitted to you within the next few months. In 

its current form, the directive does not enable us to take effective action 

against all the insider violations that occur on OTC derivatives markets. 

That shortcoming must absolutely be fixed.

Thank you for your attention. I will be glad to answer your questions.
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