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SUGGESTIONS

The Committee on Economic and Monetary Affairs calls on the Committee on Legal Affairs, 
as the committee responsible, to incorporate the following suggestions in its motion for a 
resolution:

1. Observes that a lack of due diligence by investors cannot be counteracted by more 
transparency;

2. States that purposive transparency is a prime tool for managing risk: for the general 
public, openness about objectives is important, for investors it is the detail of the nature, 
valuation and risk of investments and for supervisors a full view of positions and 
strategies, whilst observing the confidentiality of that information; the effects of 
transparency can be negative, such as herding where investment strategies are revealed to 
competitors, and positive, including preventing the assumption of worse-than-actual 
scenarios;

3. Considers that standardisation of over-the-counter (OTC) products is a contradiction in 
terms: an OTC clearing system is attractive in theory but would add to costs, so unless it is 
done on an international basis it could damage European competitiveness in a global 
market;

4. Notes that public attention was drawn to hedge funds and private equity following high-
profile cases and activity in the context of well-known companies; recognises that both 
hedge funds and private equity are responding to criticism by way of self-regulatory 
proposals incorporating a 'comply or explain' principle; considers that those codes need to 
be allowed sufficient time to operate, spread globally and for their effects be analysed; 

5. Recognises that EU onshore hedge funds, hedge fund managers and private equity firms 
are subject to existing legislation, notably concerning market abuse, and that indirect 
regulation applies to them through counterparties and when related investments in 
regulated products are sold; notes that share holdings are subject to the usual disclosure 
requirements;

6. Asserts that additional, especially frequent, reporting requirements can induce pressure for 
short-term returns rather than long-term stability.
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