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enhancing the coherence of EU financial services legislation 
 

The European Parliament's Economic and Monetary Affairs Committee is launching a public consultation on 

ways to further enhance the coherence of EU financial services legislation. Given the transition to a single rule 

book in financial services across the EU and the EU legislator's willingness to have "all financial markets, 

products and actors covered by regulation" it is increasingly important to ensure that legislation fits together 

seamlessly. The consultation will feed into a programme of reflection to determine future priorities for the 

remainder of this mandate and to inform the priorities for the incoming Parliament in 2014.  All interested 

stakeholders, including academics and informed individuals, are invited to complete the Committee's 

questionnaire by 12 noon CET on Friday 14 June and send it by e-mail to: econ-

secretariat@europarl.europa.eu.  All responses to the questionnaire will be published, so please do not send 

any confidential material with your response. Please make sure you indicate the identity of the contributor.  

Anonymous contributions will not be taken into account. 

 

IDENTITY OF THE CONTRIBUTOR 

Name of organisation: Nomura International plc 

Name of contact point for response: David Benson, Vice Chairman, Risk and Regulatory Affairs 

Contact details: david.benson@nomura.com / +44 (0) 207 102 5002 

Main activity of organisation: Nomura is a leading financial services group and Asia-based investment 

bank with worldwide reach. It provides a broad range of financial services tailored to the specific 

requirements of its clients through an international network in over 30 countries. Based in Tokyo and 

with regional headquarters in Hong Kong, London, and New York, we are a significant inward investor 

into the EU and have a presence in eleven EU Member States, employing over 3,600 permanent 

employees 

 

 

QUESTIONS 

1. Are there specific areas of EU financial services legislation which contain overlapping 

requirements?  If so, please provide references to the relevant legislation and explain the nature of 

the overlap, who is affected and the impact. 

 

We are fully supportive of a single market with a coherent, evidence-based approach to financial 

services legislation that promotes a stable financial regime. This should be based on the principles of 

international agreement and proposals that are backed up by impact assessments.  

 

Our concern is that proposals on certain issues appear to run counter to the approach set out above. In 

this regard we can point to the examples of remuneration and bank structure.  
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The insertion of remuneration caps into the CRD IV/R package [COM (2011) 452 and COM (2011) 

453] undermines the stated aim of Basel III, namely the need to establish a stable global financial 

system. As agreed by the Financial Stability Board (FSB) Basel III requirements should include 

measures to reduce the moral hazard posed by big financial institutions by incorporating a Systemically 

Important Financial Institutions (SIFI) framework.  

 

The effect of the remuneration cap will be, contradictory to this stated aim, to increase the competitive 

advantage of such ‘Too-Big-To-Fail’ banks. These banks have a more diversified and therefore more 

stable revenue stream than smaller niche operators, whose revenues are highly volatile and require 

volatile cost streams characterised by low base compensation and the ability to vary bonus 

compensation to compete with larger institutions.  

 

On the issues of bank structure different jurisdictions in which we operate have taken differing 

approaches on how to separate banking activities within an organisation, and this is before the European 

Commission has come forward with its proposal based on the Liikanen report. The Economic and 

Monetary Affairs Committee should take into account proposals being enacted by the United States and 

United Kingdom in scrutinising any proposal based on Liikanen’s recommendations.   

 

2. Are there specific areas of EU financial services legislation in which activities/products/services 

which have an equivalent use or effect but a different form are regulated differently or not 

regulated at all?  If so, please provide references to the relevant legislation and explain the nature 

of the difference, who is affected and the impact. 

 

Broadly speaking, there are several examples of EU proposals being interpreted in different ways by 

national regulators. This creates uncertainty for financial services firms and can impose additional 

financial burdens.  

 

We would point specifically to the Financial Transaction Tax as proposed under the enhanced 

cooperation procedure by eleven member states but not, at this stage, the remaining sixteen. This 

imposes extra costs in certain jurisdictions and creates the potential of an unlevel playing field across 

the EU. 

 

3. Do you consider that the way EU financial services legislation has been transposed or 

implemented has given rise to overlaps or incoherence? If so, please explain the issue and where it 

has arisen, giving specific examples of EU financial services legislation where applicable. 

 

As set out above, we are fully supportive of a single market with a coherent, evidence-based approach to 

financial services legislation. However the difference between regulation, directives and enhanced 

cooperation procedures gives rise to incoherence in many instances. We would argue that this is 

unhelpful, creating the potential for an unlevel playing field across the EU and obliging financial 

services firms to comply with differing requirements in different member states.  

 

As we know, regulations must be directly transposed into member states’ legislation to ensure 

consistency across the EU. 

 

However, with directives, member states need only comply with minimum standards but can go above 

and beyond these standards if they so choose. This creates clear inconsistencies across the EU, such as 

more stringent capital requirements in the UK than elsewhere.  

 

 



In the case of the enhanced cooperation procedure a group of member states can impose particular 

legislation, which does not then apply to other member states. This created regulatory divergence and 

fragmentation of the Single Market. The Financial Transaction Tax is a clear example of this, as we 

explain above.  

 

4. How has the sequence in which EU financial services legislation has been developed impacted 

your organisation? Please identify the relevant legislation and, where applicable, specific 

provisions and explain the nature of the impact. 

 

European economic recovery is dependent on a stable and secure banking system. The approach 

towards EU financial services legislation has thus far been unhelpful in this regard.  

 

A specific instance of this is the proposed EU banking union. We firmly support this initiative, as it is 

designed to provide for a more stable banking system. In practice however, the implementation 

timetable is uncertain and reflects conflicting interests within the EU. 

 

Other examples of legislation that has been delayed include CRD IV/R package [COM (2011) 452 and 

COM (2011) 453] and European Markets Infrastructure Regulation (EMIR) [Regulation (EU) No 

648/2012 of 4 July 2012], and Solvency II [COM (2009) 138] while the Liikanen Report on Bank 

Structural Reform seems to have been virtually disregarded, despite an initial commitment to introduce 

proposals based on its findings. 

 

Such lack of clarity jeopardises European economic recovery on two levels. First, foreign investors are 

less inclined to invest in Europe than they were before the crisis, at least in part because EU financial 

services legislation has been piecemeal and incoherent. As Asia’s global investment bank, Nomura is 

well-placed to observe this phenomenon.  

 

Second, banks are less inclined to invest heavily in Europe while the legislative environment remains 

unclear and proposals, such as the Financial Transaction Tax, act as a disincentive to activity. 

Furthermore, the changing nature of the financial services industry has had a significant impact on fixed 

costs. 

 

Financial services firms, like other companies, regard certainty and stability as a prerequisite for 

investment. At this time, the EU financial services landscape provides neither. As such, there is little 

incentive for financial services firms to invest in Europe, particularly when other regions offer a more 

attractive operating environment. 

 

5. Are there areas of EU financial services where the difference between forms of regulation (non-

binding Code of Conduct or Recommendation to Member States vs legislative proposals) has 

affected your activities? 

 

To deliver a single market with a coherent, evidence-based approach to financial services legislation 

companies need to be assured that regulation and supervision across the European Union will be 

consistent and backed by legal certainty. 

 

In this regard a non-binding Code of Conduct or Recommendation to Member States are principles that 

affect the landscape for banks activities but do not ensure the consistency necessary in a Single Market. 

 

With regard to legislative proposals certain areas of financial services legislation at EU level, such as 

bank structure, have been delayed. While some jurisdictions have proposed separate and different 



regulations around bank structure, the Liikanen proposals on bank reform – designed to provide a 

unified approach across the EU – are yet to be addressed.  

 

Our forward planning is of necessity affected by the structure of the market in which we operate. 

Effective planning is severely impeded therefore, when faced with lack of coherence, lack of clarity and 

lack of consistency in regulation and legislation. 

 

6. How do you think the coherence of EU financial services legislation could be further improved? 

 Please comment in particular on the extent to which the following would help to improve the 

coherence of future EU financial services legislation (please give examples to support your answer 

where possible): 

a) a framework for legislative reviews or review clauses included in initial pieces of 

legislation which link to the reviews of other related legislation? 

b) a unified, legally binding code of financial services law? 

c) different arrangements within the EU institutions for the handling of legislative 

proposals (please specify)? 

d) other suggestions?  

 

We strongly believe that legislative proposals should be consistent across the EU and based on 

objective, quantitative impact assessment, rather than national interests.  

 

We would also note that compliance with regulation can often be challenging because firms are given 

insufficient time to deal with individual pieces of legislation. This can encourage tactical rather than 

strategic implementation. We would therefore advocate a more cohesive approach to legislation, 

ensuring that dossiers are introduced in a more staggered fashion so that firms can comply more 

effectively.  

 

7. What practical steps could be taken to better ensure coherence between delegated acts and 

technical standards and the underlying "Level 1" text? 

 

Level 1 texts should be clear, well thought-out and based on impact assessment. To ensure this is the 

case, stakeholders should be given sufficient time to consider texts and contribute their views. This is 

equally true for delegated acts and technical standards. In all cases, realistic time frames and thoughtful 

consultation can encourage more effective outcomes.  

 

8. Which area or specific change would you identify as the highest priority for the 2014-2019 

mandate in terms of improving the coherence of EU legislation? 

 

We believe the creation of a strong, credible banking union and the completion of a genuine single 

market for services would both deliver tangible benefits to European growth and should therefore be 

prioritised during the 2014-2019 Parliament.  

 

A level playing field for financial services and a competitive market that would encourage participation 

from new entrants would provide for a more stable financial system with less moral hazard.  

 

Within that context, we would suggest that legislation should focus on structural reform of the banking 

sector, as proposed in the Liikanen report. We believe the structural reform will enhance resolvability of 



banks, leading to an effective banking sector to aid European economic recovery without moral hazard 

at less cost.  We therefore believe this should be a priority for the next Parliament.  

9. Do you consider that the EU legislative process allows the active participation of all stakeholders 

in relation to financial services legislation?  What, if any, suggestions do you have for how 

stakeholder participation could be enhanced? 

 

Certain stakeholders would appear to be given more consideration than others in the EU legislative 

process. Genuine consideration for all stakeholder views, backed by objective, fact-based impact 

assessment would encourage more effective legislation.  

 

The Financial Transaction Tax can be seen as a case in point in this regard. An impact assessment 

highlighted that it would be less effective than alternatives, such as a Financial Activity Tax or a Bank 

Levy. Nonetheless, the FTT was selected as the most appropriate tax to impose on banks. This would 

seem to give more consideration to political expediency than to long-term economic growth.  

 

10. Do you consider that EU legislators give the same degree of consideration to all business models 

in the EU financial sector? Please explain your answer and state any suggestions you have for 

ensuring appropriate consideration of different business models in the development of EU financial 

services legislation.  

 

It is clear that Europe would benefit from a stable banking system. This does not means however that 

European banks must be protected at all costs. In the US, banks are frequently allowed to fail. This does 

not disrupt the banking system because most US banks are relatively small and the system itself is small 

compared to the overall economy.  

 

In Europe by contrast, banks are large and complex and the sector is large relative to the overall 

economy. Under such circumstances, it is extremely hard to make the system stable and dynamic. Much 

of the legislative agenda has acted to atrophy the system, effectively confusing stasis with stability. 

 

We would further suggest that EU legislators encourage a more disintermediated credit market. In 

Europe, banks dominate the credit market, as a result of which they are highly leveraged and more 

systemically dangerous. In the US, credit markets are highly disintermediated. This reduces bank and 

systemic risk while allowing the broader financial services sector to more effectively allocate capital.  

 

 

Note on answering the questions 

Please clarify in your answers whether your example relates to financial services legislation in force, or to 

proposals still under consideration. For example, if you refer to MiFID as an example, please specify whether 

your point relates to Directive 2004/39/EC ("MiFID 1") and accompanying implementing measures, or to the 

MiFID 2 negotiations based on Commission proposals COM (2011) 652 and 656. 

 


