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Financial regulatory policy: the need for dialogue with
the real economy

Open letter to the Commissioners of the European Union

In January 2010 more than 160 European companies supported the EACT’s letter to the
European Union Commissioners, in which we highlighted the risks to economic and financial
stability, employment and growth in the initial proposals for regulation of OTC derivatives. Since
then we and others have continued to engage with the Commission, Parliament and Council;
our overall objective was to ensure that the final regulatory approach took proper account of its
impact on the ‘real economy’, where non-financial end users need access to derivatives on
economically realistic terms in order that underlying risk in their businesses can be mitigated.

The approach now embodied in EMIR and in Dodd-Frank in the US includes workable principles
that, when translated into rules by ESMA and by the CFTC (and other US regulators), will allow
the great majority of companies to continue to use cost effective derivatives to reduce risk. We
have welcomed this outcome, which reflects a more developed appreciation of the
consequences of regulatory action than we saw at the beginning of the discussion of EMIR.

The EACT and the 188 companies whose names are attached to this letter are writing because,
notwithstanding the outcome on EMIR, there is grave concern across Europe over how the
European institutions take proper account of the real economy in their development of
regulatory proposals. We start from the widely held view that the financial sector has a loud and
established voice in debate in Brussels. Representation of the real economy is by contrast
much more diverse. We strongly believe that as a result there is a poor recognition of the
impact of proposals on the non-financial sector in the European economy, with a
consequentially negative influence on employment, economic recovery and growth.

The next stage in financial regulatory action by the European Union poses significant threats
both to the success of the EMIR proposals and to the cost and availability of funding for both
SMEs and the larger companies in Europe. It is therefore particularly important that the
Commission, Parliament and Council recognise these risks and commit to an effective dialogue
with the real economy.

The proposed regulatory changes will affect the provision of financial services across industry
and commerce. In the US, the Chairman of the Federal Reserve and the Acting Comptroller of
the Currency have acknowledged that they cannot know the overall effect on the real economy
of all the changes that are being made. We see no reason to expect the position in Europe to
be very different.

Our immediate concerns focus on the Commission’s proposal to replace the current Capital
Requirements Directives with a Directive and a Regulation (CRD IV and CRR) and on the
proposed new Markets in Financial Instruments Directive (MiFID) and Regulation (MiFIR).

The CRD IV / CRR proposals include principles that (consistently with the content of Basel IlI)
would materially increase the costs for the real economy of hedging with bilateral OTC
derivatives. This approach threatens the value of the EMIR exemption. Implementation of CRD
IV / CRRin its current form will trigger many if not all of the seriously adverse consequences
(reduced hedging of risk, more cash tied up in collateral arrangements, greater business
uncertainty) that we and others sought to avoid by proposing and obtaining the exemptions
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within EMIR. There is no evidence to suggest that this aspect of CRD IV / CRR can be justified
by any associated reduction in systemic risk.

Responses to the earlier MiFID consultation urged the Commission not to include wording that
would force OTC derivatives trading onto exchanges; there is uncertainty in the MiFID / MiFIR
drafting that could still effectively invalidate the exemption provided for non-financial end users
within EMIR (and Dodd-Frank).

We urge the Commissioners, at a time of great uncertainty in the European economy, to ensure
that in the general development of financial regulatory policy there is a proper dialogue with end
users of financial services; this group is profoundly impacted by the way Europe and the rest of
the world address the need for reform within the financial sector. Given the exceptional level of
uncertainty and the clear risk of an economic double dip, companies across Europe look to the
European Union to focus on regulatory initiatives that are properly justified, are consistent in
their development and avoid penalisation through unnecessary regulatory burdens.
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This letter is supported by the member associations of the EACT and has been
signed by the following companies:

Ahlstrom Corporation
Accor

Air France

Air Liquide

Alba Group

Almatis

AMAG Austria Metall
Antena 3
ArcelorMittal

Argiva

Asco Industries
ASML

AT &S

Axasoft

Babcock International
BAE Systems
Balfour Beatty
Barratt Developments
Bayer

Beiersdorf

BG Group

Bilfinger Berger
BMW

Bosch

British Airways

British American Tobacco
British Sky Broadcasting Group
Budimex

Cadogan Estates
Cargolux

Carmeuse

Celesio

Centrica

CGS

Charter International
CLT-UFA

Consolis

Continental

Cosun

D+S Europe Gruppe
Daimler

Danone

Debenhams
Deutsche Lufthansa
Dorma

Drax Power

EADS

Edag

Egger Retail Products
Elior

Entremont

EON

ESB

Etex Group

Etimine
Eurogrid/50Hertz Transmission
Experian

Faurecia

Felix Schoeller Holding
Ferrero

FirstGroup

Franz Haniel & Cie
GKN
GlaxoSmithKline
Gold Rush

Great Portland Estates
Greencore Group
Greif

Grosvenor Group
Heineken

Henkel

Herstal Group

Hugo Boss

Iberia
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IMI

Imperial Tobacco Group
Inchcape

Infineon

InterContinental Hotels Group
Irish Continental Group
JD Sports Fashion

JF Hillebrand

Johnson Matthey

Kellogg

Kingfisher

KLM Royal Dutch Airlines
Kwizda Holding
Ladbrokes

Lafarge

Lagardere

Lanxess

Lasselsberger
Liebherr-Aerospace
Liebherr-Emtec
Liebherr-Werk Ehingen
Linde

Logica

LVMH

MAN SE
MANN+HUMMEL Holding
Marks and Spencer
Mediq

Megagitt

Merck

Mitchells & Butlers
National Grid

NATS Holdings

Netrada Management
Network Rail

Nolte Group

Nordenia International
Nordzucker

Northern Gas Networks Ltd

NSG Group
OBB-Holding

Otto

OtimO

Panini

Paul Hartmann
Pearson

Pentland Group
Peter Cremer Holding
Pfleiderer

Porsche Holding
PosAm

PPR

Provimi Holding
Renault

Rexam

Robert Bosch
Rhode & Schwarz
RKW

Rolls-Royce

Royal Dutch Shell
Roxcel Handelsges
RTL Group

RWE

SAG

Sanofi

SAP

Sappi International
Schott

Scottish and Southern Energy
Severn Trent

SGL Carbon
Shanks Group
Siemens

Skanska
Slovensky plynarensky priemysel
Smith & Nephew
Smiths Group
Smurfit Kappa
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SNCF

Solvay

Spectris

Sportingbet

SWM

Taiga

Tarros

Tata Steel Europe
Technip

Telecom ltalia
Telefonica

Telegraff Media Groep
Thales

Thames Water
Thomas Cook Group
ThyssenKrupp

Total

Treasury & Risk Management

Trelleborg

Trumpf

TUI

Umicore

United Utilities Group
Veolia Environnement
Verlagsgruppe Georg von Holtzbrinck
VG Parks

Villeroy & Boch
VNG-Verbundnetz Gas
Voestalpine
Volkswagen

Vorwerk & Co

Wabco Auto

Weir

Wienerberger

Zenitel

Zumtobel



