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Does not reflect on major exogenous factors (e.g. Brexit, monetary policy,
economic cycle);

Lacks provisions about its own review or evaluation after a certain period
that could pinpoint the remaining gaps and how to create the required
solutions;

Lacks a specific EU budget for the purposes of the CMU and the development
of local and regional capital markets in addition to the already existing EU-
funded financial instruments as well as the SRSP that are however out of

DG FISMA control despite having the most relevant mandate for the CMU.

Source: ECA.
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Annex IV — Overview of direct CSRs issued to all Member
States, 2014-2019

Before the CMU After the adoption of the CMU Action Plan (September 2015)

2014 2015 MS 2016 2017 2018 2019

Belgium
Bulgaria
Czechia
Denmark
Germany
Estonia
X Ireland X

Programme | Programme Greece Programme | Programme | Programme

X Spain
X France
Croatia
X Italy

Programme | Programme Cyprus

Latvia
Lithuania
Luxembourg
Hungary
Malta
Netherlands
Austria
Poland
Portugal
Romania
Slovenia
Slovakia
Finland
Sweden
United
Kingdom

10 out of 26 7 out of 26 MS with 6outof27 6outof27 7 outof 27
CMU-
38 % 27 % relevant CSR 22 % 22 % 26 %

157 102 Total CSRs 89 78 73

Source: ECA based on CESAR database; European Parliament’s EGOV Briefing, CSRs: An overview,
September 2019.
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Annex V — Overview of direct and broader CSRs issued to less
developed Member States, 2016-2019

m MS ' Direct CSRs Broader CSRs

28 Lithuania Access to finance (2016) NONE

27 Romania NONE

26 Slovenia Access to finance (2016-2019) NONE

25 Slovakia NONE Justice (2017)

R o
23 Latvia NONE Insolvency (2016)

22 Estonia NONE

21 Hungary NONE

20 Croatia NONE Insolvency (2017)

19 Greece NONE Insolvency (2019)

18 Poland NONE

17 Czechia NONE

16 Cyprus Access to finance (2016-2019) :ggollg)ency (2016-2018), supervision
15 Austria Access to finance (2017-2019) NONE

NB. (1) The ranking is based on the depth of local capital markets by Asimakopoulos and Wright, A new
sense of urgency: The future of Capital Markets Union, New Financial, November 2019; (2) As ‘direct
CSRs’, we considered the Commission’s internal taxonomy, mainly ‘access to finance’ and ‘reduce the
debt-bias’. In order to avoid a ‘CMU over-labelling’, we classified the recommendations addressing
issues also targeting the banking sector as ‘broader CSRs’, for example insolvency regimes, supervision
of the financial sector and sale of non-performing loans; (3) Due to the economic adjustment
programmes until 2018, Greece received CSRs only in 2019.

Source: ECA based on the Commission’s CESAR database.
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Annex VI — Overview of CMU legislative measures as of July
2020

as from

EuVECA/
Q32016 | July 2016 October - ch 2018
EuSEF review 2017
Prospectus November
i e e Q4 2015 2015 June 2017  July 2019
STS securitisation September December
Regulation Q32015 1 5015 2017  January 2019
12 months
Pan-European after
Personal Pension Q2 2017 June 2017 June 2019 publication
Product (PEPP) of delegated
acts

Negotiating Negotiating

Europe.an mandate mandate January 2020
Supervisory Adopted on . . . . December
... . Q3 2017 obtained in  obtained in and January
Authorities review, 20.9.2017 2019
including AML rules December  February 2022
s 2018 2019
Investment firms Adopted on November
review Q22018 1 54 152017 2019  June202l
:Zi%t;:ng Negotiating
. Q4 2017 (IA) | Adopted on . . mandate
Crowdfunding Q1 2018 08.3.2018 obtained in obtained in Q4 2020 Q4 2021
November June 2019
2018 une
Negotiating Negotiating
mandate mandate
Covered bonds Q12018 Adopted on obtained in  obtained in November July 2022
12.3.2018 2019
November  November
2018 2018

Cross-border
distribution of
investment funds

Q1 2018 (IA) | Adopted on

Q2 2018 12.3.2018 June 2019 August 2021




Rules to give SMEs
easier access to
growth markets

European market
infrastructure
regulation
(Supervision)

Preventive
restructuring
frameworks, second
chance and
measures to
increase the
efficiency of
restructuring,
insolvency and
discharge
procedures (DG
JUST)

Law applicable to
third party effects of
transactions in
claims (DG JUST)

Source: ECA based on the European Commission.

Deadline

Q2 2018 (1A)
Q32018

Q2 2017

Q4 2016

Q4 2017

com

Adopted on
24.5.2018

Adopted
13.6.2017

Adopted on
22.11.2016

Adopted on
12.3.2018

Negotiating
mandate
obtained in
May 2018

Negotiating

mandate
obtained in
February
2019
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Application

Council Adoption
as from
November PR
2019 2019 or
January 2021
Negotiating June 2019 —
mandate December
obtainedin  May 2019 2019 -
December June 2020 or
2018 June 2021
July 2021,
June 2019 July 2024 and
July 2026
Not agreed
yet



Acronyms and abbreviations

AIF: Alternative Investment Fund

AIFMD: Alternative Investment Fund Manager Directive
BAML: Bank of America Merrill Lynch

CCCTB: Common Consolidated Corporate Tax Base

CMU: Capital Markets Union

CSR: Country Specific Recommendation

EFAMA: European Fund and Asset Management Association
ESAP: European Single Access Point

ESMA: European Securities and Markets Authority

EuSEF: European social entrepreneurship fund

EuVECA: European venture capital fund

IPO: Initial public offering

SME: Small and medium-sized enterprise

SRSP: Structural Reform Support Programme

SRSS: Structural Reform Support Service (now DG REFORM)
STS securitisation: “Simple, Transparent, and Standardised” securitisation

UCITS: Undertaking for Collective Investment in Transferable Securities
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Glossary

Alternative Investment Funds (AlFs): All investment funds that are not covered by the
EU Directive on UCITS and instead fall under the Alternative Investment Fund Manager
Directive (AIFMD). This includes hedge funds, venture capital, private equity funds and
real estate funds.

CMU Working Group: Platform formed under the Vienna Initiative to support the
exchange of information on financial trends in central, eastern and southeastern
Europe and thus develop local capital markets, comprising representatives from the
public and private sectors in the countries concerned and from international
institutions, with the Commission as coordinator.

Common Consolidated Corporate Tax Base (CCCTB): A single set of rules for
calculating companies' taxable profits in the EU.

Covered bond: Type of secured bond issued by a bank or other credit institution, that
is usually backed by mortgages or public-sector loans.

Debt-equity bias: Economic distortion caused by the fact that interest payments on
debt are tax-deductible in most corporate income tax systems, but dividend payments
for equity financing are not.

Deep capital market: A market in which securities are traded at a high volume, with
only a small difference between buying and selling prices.

European Semester: Annual cycle which provides a framework for coordinating the
economic policies of EU Member States and monitoring progress.

European Single Access Point: A planned EU web portal for fast and easy access to
listed companies’ statutory information.

European Social Entrepreneurship Fund (EuSEF) Regulation: A regulation providing
the basis for a voluntary EU-wide passport for qualifying alternative investment
schemes that focus on social enterprises.

European Venture Capital Fund (EuVECA) Regulation: A regulation providing the basis
for a voluntary EU-wide passport for qualifying venture capital funds and fund
management companies.

Fund of funds: A pooled investment fund that invests in other funds rather than
investing directly in securities.
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Initial public offering: The first sale of a company's shares to the public.
Market depth: Indicator of the volume of trading in a market.

Markets in Financial Instruments Directive (MiFID): The EU legal framework
regulating financial markets and improving investor protection. MiFID Il replaced the
original Directive in 2018.

Multilateral trading facility: A self-regulating facility for trading financial instruments,
which provides an alternative to traditional stock exchanges and, unlike these, can be
operated not only by an authorised market operator, but also by an investment
company.

Relief at source: A form of tax relief applied at the moment tax is deducted at source.

Securitisation: The practice of pooling various types of illiquid financial assets such as
mortgages, loans and leases, and selling them to investors as liquid marketable
securities such as bonds.

SME growth market: A type of multilateral trading facility for shares issued during the
previous three years by companies with an average market capitalisation of less than
€200 million.

Structural Reform Support Programme (SRSP): EU programme that provides tailor-
made support for Member States’ institutional, administrative and growth-enhancing
reforms, without the need for national co-financing .

Undertaking for Collective Investment in Transferable Securities (UCITS): An
investment vehicle that pools investors’ capital and invests it collectively through a
portfolio of financial instruments such as stocks, bonds and other securities. UCITSs,
which are covered by an EU Directive, can be distributed publicly to retail investors
across the EU based on a single authorisation from one Member State.

Unicorn company: A privately held start-up with a value of over $1 billion, so called
due to the rarity of such ventures.

Venture capital fund: An investment fund that manages money from professional
investors seeking to invest in SMEs with strong growth potential.

Vienna Initiative: Forum established in January 2009 that brought together all the
main public and private stakeholders in the EU banking sector to help emerging
European economies weather the global economic crisis.
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REPLIES OF THE EUROPEAN COMMISSION TO THE EUROPEAN COURT OF
AUDITORS SPECIAL REPORT

“CAPITAL MARKETS UNION — SLOW START TOWARDS AN AMBITIOUS GOAL”

EXECUTIVE SUMMARY

I. Common Commission reply to paragraphs I-111.

Efforts to put in place a genuine single market for capital started with the Treaty of Rome more than
fifty years ago and intensified with the free movement of capital freedom enshrined in the Maastricht
Treaty (1992) and the Financial Service Action Plan (1999). This ultimate objective has not yet been
achieved largely because difference in legal traditions and practises across the EU Member States
have prevented establishing a fully harmonised legal framework in the EU for governing financial
activity. The only way forward is step-by-step, in all areas where barriers to free movement of capital
still exist, whilst keeping in mind the global vision and overall objectives. Building Capital Markets
Union (CMU) is therefore a gradual process, based on delivering many detailed, but important
changes.

IV. Common Commission reply to paragraphs IV-VII.

The Commission delivered all the actions announced in the 2015 CMU Action Plan and the 2017
Mid-term Review. The European Parliament and the Member States have agreed on 12 out of 13
CMU legislative proposals although not all of them have maintained the level of ambition proposed
by the Commission. The Commission considers the effectiveness of CMU will be measured by the
effectiveness of the actions undertaken. As hardly any of the recently adopted legislative proposals
have been in application for sufficient time, and some of them have not started to apply yet, it is
difficult to assess as of yet their effectiveness in accomplishing their narrow goals as well as their
contribution to the specific CMU objectives. Catalysing progress towards CMU requires support from
the European Parliament and Member States at the highest level and from technical experts in public
administration. It also requires that market participants make good use of these measures. The EU can
offer tools and put in place supporting conditions, but it is for national authorities to implement them
on the ground, and for private actors to take the initiative, seize business opportunities and innovate.

VI11. The Commission concurs with the ECA that the CMU objectives were broad. Since building the
CMU is a gradual process, based on making many detailed and often technical changes, it was
deemed important to establish sufficiently general and comprehensible objectives in order not to lose
sight of the global CMU vision.

IX. While the Commission accepts the general direction of all recommendations, some of them are
fully accepted, others partially accepted. The Commission did not accept only one sub-
recommendation. See Commission replies to recommendations 1, 2, 3 and 4.

INTRODUCTION

08. The 2015 Action plan aimed to overcome the fragmentation of capital markets along national
lines. The Commission agrees with the ECA to the extent that that fragmentation of legislation refers
to differences in national legislation.
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09. The Commission agrees with the ECA that work on CMU needs to continue. It carefully
considered the report of the High Level Forum on CMU and the feedback received thereon. The work
continues with the 2020 Action Plan, in which it presents measures, most of which of legislative
nature, that will further transform the EU financial system and contribute to completing CMU.

12. The Commission notes that the European Central Bank has played a very important and
supportive role in the CMU project.

OBSERVATIONS

20. Common Commission reply to paragraphs 20-25.

SME funding remains an important concern. The measures that target SME funding under the 2015
Action Plan and the 2017 Mid-term review have been agreed with co-legislators and are implemented.
The Commission is confident that the concrete effects will materialise over time. While there is not
yet evidence that the measures had a significant impact on SMEs funding behaviour, it is notable that
the Survey on Access to Finance showed that the SME financing gap disappeared in early 2019 in 10
of the 11 Member States that contribute to the survey".

The economic impact of Covid-19 has however reversed the positive trend of declining financing
gaps, which underscores companies of all sizes, and in particular SMEs, need solid market-based
funding sources. The Capital Market Recovery Package of July 2020 already proposed targeted
amendments to the prospectus regime and Markets in Financial Instruments Directive Il (MiFID I1)
that will facilitate the market funding of firms”. As further part of this package, the Commission
proposed targeted amendments to securitisation rules to strengthen banks’ capacity to lend to SMEs®.
The Commission has proposed further measures to this end as part of its second CMU Action Plan”.

26. Common Commission reply to paragraphs 26-30.

Better access to market funding, notably equity, will enable companies to innovate, reap the benefits
of new technologies and avoid that, in search of capital, innovative start-ups or scale-ups decide to
relocate outside the EU or scale down their ambition, greatly harming the EU’s future growth
potential and productivity. Past measures under the CMU have not been a game changer in this
regard. Progress was nevertheless notable. European intervention in the pre-initial public offering
(IPO) phase, particularly in the venture capital (VC) field, has been successful in attracting private
institutional investors into VC funds, thanks to the catalytic effect of European Investment Fund
(EIF)-backed intervention and other EU initiatives. While in the immediate aftermath of the 2008-
2009 crisis public/government support to VCs in Europe was higher than 35%, the percentage has
declined to 20% in 2019 while private support has increased. Also, the average size of VC funds in
EU has progressively increased over the years since the financial crisis’. The COVID-19 crisis
severely altered the EU’s economic landscape and there is therefore a need for renewed ambition to
support the financing of smaller companies and innovative scale-ups.

Survey on the Access to Finance of Enterprises in the euro area,
https://www.ech.europa.eu/stats/ech_surveys/safe/html/index.en.html

2 COM(2020) 281 final and COM(2020) 280 final.
®  COM(2020) 282 final.
* COM(2020) 590.

Source InvestEurope, 2020.
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34. To address the urgency of access to market funding caused by the consequences of the Covid19
pandemic, the Commission has adopted legislative proposals in the “Capital Market Recovery
Package”. One of such measures is the introduction of a time-limited ‘EU Recovery prospectus’’.
This new prospectus will be available for secondary issuances of shares of companies listed on a
regulated market or an SME Growth market.

36. The Prospectus Regulation introduced a new type of prospectus — the EU Growth prospectus —
that contains alleviated disclosures requirements targeted to SMEs and mid-caps’. These are lighter
than for a full prospectus and are expected to decrease costs and burdens for SMEs while maintaining
the confidence of investors to invest in small companies. Since the Prospectus Regulation has been in
application only for one year, there are not yet sufficient data to assess whether this prospectus has
achieved its objectives. Notwithstanding this, and building on the measures already taken, the
Commission will seek to simplify the listing rules for public markets.

37. The possibility for Member States to set different thresholds depends on the different size of
capital markets throughout the EU. However, such exemption is only available for offers of securities
to the public that do not require passport to other Member States and the exemption does not apply to
the admission of securities to trading on a regulated market.

38. To support the recovery following the COVID-19 crisis, and building on work carried out under
the SME strategy, the Commission is currently working on creating an SME IPO fund to make it
easier for small and high-growth companies, in particular in sectors of strategic importance to the EU,
to raise capital and finance their growth.

39. In particular, as regards the prospectus, the regulation on SME Growth Markets has introduced the
‘transfer prospectus’ to facilitate the transition from an SME growth market to a regulated market:
under certain conditions, issuers whose securities have been admitted to trading on an SME Growth
market for at least two years are allowed to draw up a simplified prospectus for secondary issuances
to seek admission to trading on a regulated market’.

40. Common Commission reply to paragraphs 40-43.

The right balance between providing relevant information about investment opportunities to investors
and minimising the burden for companies to report this information is key to facilitate access to
market funding. To make companies more visible to cross-border investors, the Commission will
tackle the lack of accessible and comparable company data for investors. It also aims at targeted
simplification of existing listing rules to reduce compliance costs for SMEs.

57. Common Commission reply to paragraphs 57 and 58.

In March 2019, the Commission presented its views on local capital markets developments in the
“Communication on Capital Market Union: Progress on building a single market for capital for a
strong economic and monetary union” and in the accompanying Staff Working Document’,
Admittedly, these do not establish a detailed action plan. They communicated the strategic vision,
namely that local capital markets are important. This was not obvious at the time. Furthermore, the

®  COM(2020) 281 final.

" Regulation (EU) 2017/1129.

®  Regulation (EU) 2017/1129.

®  COM(2019) 136 final and SWD(2019) 99 final.
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directions were outlined on three levels, namely national, regional and European with at each level
actions to undertake.

59. Common Commission reply to paragraphs 59-65.

The EU semester is an important means to coordinate Member States’ economic policy and since
boosting investment is among its goals, the Commission gives solid consideration to the role of
structural reforms towards better local capital markets in supporting this goal. Given that the
Commission can issue only a limited number of country-specific recommendations to a Member
State, trade-offs are unavoidable and choices have to be made between the policy domains that can be
covered by a recommendation to a given Member State. In this context, the Commission stresses that
the ranking of priorities at country level is an equally important criterion to determine the choice of
recommendations as the cross-country consistency within a policy field.

60. The Commission considers that the most important issues were tackled in the Country Reports
taking into account the format, the conditions and the need for setting priorities under which the
assessments had to be produced.

The Commission acknowledges that there are currently a few statistical indicators on domestic capital
markets, which could be further extended.

62. The European Semester framework is used to identify reform and investment needs in each
Member State. Its recommendations focus on deficiencies that deserve the most attention to support
growth and jobs in given Member State. Its role is thus not to focus on every area in which a Member
State underperforms the EU average, but prioritise a limited number of policy recommendations that
will benefit a given economy, in the light of overall priorities set each year in an Annual Sustainable
Growth Strategy. Such streamlined approach has been welcomed by Member States, as focusing on a
well-defined limited number of priorities helps better targeting the government’s action and increases
ownership of the process by the Member States.

63. At the beginning of each Semester cycle, the Annual Sustainable Growth Strategy clearly sets the
priorities of the upcoming policy coordination cycle. In addition, the Euro Area Recommendation
adopted each year prior to the adoption of CSRs sets the priority policy recommendations for Euro
Area Member States, providing guidance for their CSRs. With regard to the prioritisation of reforms,
the recommendations proposed by the Commission reflect its assessment of the priority actions to be
undertaken.

64. The fact that a CSR contains various issues reflects the reality that tackling a specific socio-
economic challenge requires policy action in different areas. Prescribing a timeframe is also not
considered practical, as the Commission is aware that reforms may need to be carried out in different
stages over time. What could be envisaged is a more detailed qualitative assessment of the
implementation efforts of a Member State. This is already recognised when the Commission assesses
implementation and applies different assessment categories e.g. limited progress, some progress, etc.

65. The Commission notes that not every recommendation can be fully or substantially implemented
within its lifespan (13 to 16 months). Moreover, it takes time before the result of undertaken reform
steps manifests in real economy.

The Commission agrees that the level of implementation of CSRs could be higher. To this end, the
Commission proposed the Technical Support Instrument, a stand-alone regulation, which is the
continuation of the existing Structural Reform Support Programme (SRSP) in the upcoming
Multiannual Financial Framework.
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With the 2020 CMU Action Plan**, the Commission aims to continue to tackle the key obstacles to
market integration. Some of these measures extend beyond the EU financial legislation and seek to
address barriers related to a broader legal setting or barriers driven by long-established national
preferences or practices. This is in particular the case in the area of taxation and non-bank insolvency.
In these areas, the Commission proposes targeted actions, focusing on the most important barriers that
cause market fragmentation and deter cross-border investment.

86. The Enterprise Europe Network’s financial literacy services support SMEs with international
growth and innovation by making them aware of:

o Suitable types of finance and EU funding, advantages and pitfalls, and what SMEs need to do
to prepare,
e Financial rights (in particular, late payment).

The volume of financial literacy services that Enterprise Europe Network members can provide is
constrained by their contractual obligation to deliver all types of EEN services in a balanced way
(advice on access to finance and a wide range of other topics).

93. The Commission would like to point out that burdensome WHT refund procedures are a barrier
for the free movement of capital constituting a hurdle for cross-border investments.

The Commission remains committed to address this issue, see also Commission reply to paragraph
95.

94. The Commission would like to clarify that the Code of Conduct on WHT is a non-binding
instrument. It calls for voluntary commitment of the Member States in aligning their practices to the
recommendations included in the Code in the direction of simplifying the WHT procedures. Its main
goal is to make WHT refund procedures more efficient (digitalized, swift payments and procedures,
etc.), although it also covers the possibility of implementing a standardised and harmonised system
for providing tax relief at source.

95. The Commission has been active in promoting simpler withholding tax procedures within the EU
for a long time. In this sense, it is also worthy to highlight the Recommendation on WHT relief
procedures published in 2009*°. The work conducted for example through the Code of Conduct has
been a way to address the problem while also getting additional feedback and input on the impact of
this problem on the internal market. The Commission has also recently committed to put forward an
initiative to introduce a common, standardized, EU-wide relief at source system.

96. The President of the European Commission has made clear that the Commission is willing to
explore the application of qualified majority voting principle to tax matters. See also the Commission
reply to paragraph 95.

98. The Commission would like to clarify the following: the May 2020 Tadeus Deputies meeting
concluded indeed that to prevent tax procedures-related barriers from hampering cross-border
investment, the Commission will organise a dedicated work stream to explore legislative and non-
legislative initiatives on how to address the current challenges on WHT procedures (such as a
potential relief at source system). It highlighted that further work should build in any case on previous
work done at EU and international level (Code of Conduct, etc.).

4 COM(2020) 590.
> https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32009H0784&from=EN
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of triggers for insolvency proceedings, the ranking of claims and further core elements such as
avoidance actions or asset tracing.

The Commission accepts recommendation 3 ¢). The Action Plan on Fair and Efficient taxation
supporting the recovery strategy, published on 15 July 2020, refers to a legislative initiative with
respect to the introduction of a system of WHT relief at source.

137. See Commission reply to paragraphs 101-106.
138. In relation to paragraph 138 and 139, see Commission reply to paragraphs 115-124.

Recommendation 4 — Develop specific objectives, critical measures and the monitoring of the
CcMU

The Commission accepts recommendation 4 a). The 2020 CMU Action Plan will put forward specific
measures that are effective for reaching specific objectives that underpin the CMU objectives. The
Commission is determined to address critical measures. Advancing on CMU requires overcoming the
structures where national differences are shaped by preferences, entrenched habits and legal
traditions. The Action Plan flags urgencies and structural challenges.

The Commission accepts recommendation 4 b). Now that the path towards CMU is firmly established
and that the impact of the first Action Plan is expected to show up in data, the Commission will
complement its regular reporting of progress on legislative action with the monitoring of how the EU
capital market evolves in a set of targeted indicators.

The Commission partially accepts recommendation 4 c). The study referred to in the ECA’s analysis
presents a good starting point to identify indicators that are suitable and for which data is reliable,
have sufficient coverage over time and Member States, and are linked to CMU objectives. Since the
study reveals a lack of data for some policy areas and finds the link between input and output
indicators is often difficult to establish empirically, the Commission’s monitoring of progress towards
the CMU objectives will unavoidably be based on best efforts. It will aim to improve the underlying
data basis provided this can be done without increasing un-proportionally the reporting burden for the
financial industry. However, if data are to be taken from third parties, the Commission is not in a
position to guarantee their reliability.

10
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Audit team

The ECA’s Special Reports set out the results of its audits of EU policies and
programmes, or of management-related topics from specific budgetary areas. The ECA
selects and designs these audit tasks to be of maximum impact by considering the risks
to performance or compliance, the level of income or spending involved, forthcoming
developments and political and public interest.

This performance audit was carried out by Audit Chamber IV Regulation of markets
and competitive economy, headed by ECA Member Alex Brenninkmeijer. The audit
was led by ECA Member Rimantas SadZius, supported by Mindaugas Pakstys, Head of
Private Office and Tomas Mackevicius, Private Office Attaché; Marion Colonerus,
Principal Manager; Anna Ludwikowska, Head of Task; Athanasios Koustoulidis,

Ezio Guglielmi, Nadiya Sultan and Karolina Bene$, Auditors. Victoria Gilson and
Richard Moore provided linguistic support.
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Timeline

Adoption of Audit Planning Memorandum (APM) / Start of audit 16.7.2019
Official sending of draft report to Commission (or other auditee) 5.8.2020
Adoption of the final report after the adversarial procedure 20.10.2020

Commission’s (or other auditee’s) official replies received in all
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The EU has a predominantly loan-based system for financing the real
economy and therefore relies strongly on banks. To address this, the
Commission launched in 2015 an Action Plan on Building Capital Markets
Union (CMU) in order to foster the development of EU capital markets
and their integration and to ensure alternative sources of funding for
businesses, SMEs amongst others. The Action Plan included a number of
measures, many of which require cooperation between market
participants, Member States and European institutions. Overall, we
found that the Commission made small steps towards its goal of building
the CMU, but was so far unable to catalyse substantial progress with the
measures it was able to take within its remit. We recommend that the
Commission proposes well-targeted actions to further facilitate SME
access to capital markets, fosters deeper and better integrated local
capital markets, addresses key cross-border barriers to investment,
defines specific objectives and critical measures as well as develops a
system for monitoring the implementation of CMU.
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